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The most commonly used key terms throughout this thesis have been defined 
briefly below to aid the reader in better understanding the context of the subject matter.  
Tourism Development: Planning and implementation of strategies with the objective to 
develop the tourism sector. 
Tourism Growth: In this research specifically refers to changes in tourism index.   
Poverty Alleviation: A set of measures, both economic and humanitarian, that are 
intended to permanently lift people out of poverty. 
Poverty Reduction: In this research specifically refers to changes in poverty index. 
Pro-Poor Tourism: Set up in developing countries as a means to improve the local 
economy for local people. It enhances the linkages between tourism businesses and poor 
people, so that poverty is reduced and poor people are able to participate more effectively 
in tourism development. The aim of pro-poor ranges from increasing local employment 
to involving local people in the decision-making process. 
Anti-Poverty Tourism: Devised by (Zhao and Ritchie 2007) as a term which refers to 
any form of tourism development, which has poverty alleviation as a central objective. 
Tourism Scale: In this research specifically refers to international tourism receipts and 
the number of international arrivals.  
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Tourism Specialization: The degree of tourism specialization refers to the proportion of 
tourism in one country's economy, and also can be used to represent the degree of 
dependence on the tourism industry of a region. Usually calculated by the inbound 
tourism income as a percentage of GDP. It should be noted that the tourism specialization 






LDCs: Least Developed Countries  
NGOs: Non-government Organizations 
DFID: Department for International Development 
PPT: Pro-poor tourism partnership 
ST-EP: Tourism-Eliminating Poverty 
TLG Hypothesis: Tourism-led Growth Hypothesis 
EDGH Hypothesis: Economy-driven Tourism Hypothesis 
UNWTO: The World Tourism Organization 
FAPT: Framework of Anti-Poverty Tourism   
SLFT: Sustainable Livelihoods Framework for Tourism   
CBT: Community Based Tourism  
SDGs: The Sustainable Development Goals 
MDGs: The Millennium Development Goals 
IUCN Netherlands: National Committee of the Netherlands 
ST-EP Foundation: Sustainable Tourism - Eliminating Poverty Initiative Foundation 





Tourism increasingly becomes a tool to achieve sustainable development, 
especially in the perspective of poverty alleviation. Indeed, increasing international 
tourism receipts is probably recognized as the most readily way to reduce poverty. Despite 
the significant amount of strategy research eager to lessen poverty by adopting tourism, 
there is little understanding of what effects tourism has on poverty alleviation on a macro 
level, especially its heterogeneous effects. Given the inadequate anti-poverty tourism 
research, questions such as what is the role that tourism development actually plays in the 
real world; under what kind of conditions does tourism has a positive effect on poverty 
reduction; and whether tourism generates the same poverty reduction effect in all 
developing countries have not been analyzed yet. The aim of this paper is to clarify the 
empirical relationship between tourism growth and poverty reduction in developing 
countries. More specifically, it focuses on testing the research questions from three 
perspectives: regional differences, tourism scales, and heterogeneous effect. This study 
considered the effect of tourism growth on poverty alleviation in the 66 developing 
countries from 1995 to 2012. The analysis focused on the GDP growth rate, international 
tourism receipts, international tourism arrivals, absolute poverty headcount ratio, and 
poverty gap. The main methods used are panel fixed effect regression, panel quantile 
regression, and 2SLS techniques. The outcome is able to provide decision makers with a 
deeper understanding of the tourism-poverty nexus, which will inform the development 
and selection of appropriate adaptation strategies. The results showed that 1) tourism 
growth has positive influences on poverty reduction, while this positive effect will be 
weakened by an increased level of tourism specialization; 2) tourism has the 
heterogeneous effect on poverty alleviation in terms of different poverty levels: in the 
case of very low quantiles of poverty, tourism does not seem to reduce poverty effectively; 
3) compared with international tourism receipts, international tourism arrivals show a 
higher effect on poverty reduction; 4) higher tourism growth effects are found on 
headcount ratio rather than the poverty gap; and 5) tourism has a heterogeneous effect on 
poverty alleviation in terms of different regions. 
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1.1 Introduction  
Poverty has been regarded as one of the objectives for global development policy. 
United Nations (UN) established poverty elimination as a major priority. Especially, 
one of the United Nations’ Millennium Development Goals (MDGs) included 
eradicating extreme poverty and hunger by cutting in half the proportion of people 
living below the extreme poverty line. On the other side, tourism has been regarded as 
the most viable growth path for developing countries (Benavides & Perez-Ducy, 2001) 
Utilizing tourism to improve national economic conditions and eliminate poverty has 
been supported by governments, non-government organizations and conservation 
organizations (Croes & Vanegas, 2008). Hawkins and Mann (2007) stated that most 
countries regard tourism as a key driver in poverty alleviation policy. The idea of 
eliminating poverty through tourism has been recognized by all sectors of society, but 
the implications of tourism for poverty alleviation have been largely neglected. 
Although about 80 percent of African Poverty Alleviation Strategy Papers include a 
reference to encouraging tourism development (Mitchell & Ashley, 2009), only a few 
empirical studies have considered whether the poor really benefited from tourism 
growth (Vanegas, Gartner, & Senauer, 2015). 
According to the recent statistics, the relationship between tourism growth and 
poverty reduction is not a simple negative correlation. And it is uncertain whether 
tourism growth really can contribute to reducing the poverty ratio. The rapid growth of 
the tourism sector is no guarantee that the poverty ratio would be reduced accordingly. 
In some countries, such as Bulgaria, the poverty ratio experienced an increase despite 
tourism growth in 2011. According to the World Bank open data, Bulgaria showed a 
tourism growth with a 4.6% increase in tourist arrivals in 2011, but the poverty ratio 
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also showed an increase from 1.6 to 1.9% in the same period. In addition, Mitchell & 
Ashley (2009) illustrated that although poverty alleviation activity contributes to a 
decrease in the percentage of poor people, the absolute numbers of the poor have shown 
little changes. Furthermore, the Millennium Development Goals (MDGs) were partly 
realized in Asia with buoyant growth by alleviating poverty but partly unrealized in 
numerous social welfare-orientated development programs (Mitchell & Ashley, 2009).  
Given the inadequate anti-poverty tourism research, questions such as what is the 
role that tourism development actually plays in the real world, under what kind of 
conditions does tourism has a positive effect on poverty reduction, and whether tourism 
could generate the same effect of poverty reduction in all developing countries, have not 
been analyzed yet even though they are critically important.  
For this reason, this research aims to clarify the empirical relationship between 
tourism growth and poverty reduction in developing countries and to provide an 
integrated research framework that will ensure a more appropriate and comprehensive 
analysis by which to assess the effect of tourism growth on poverty alleviation. This 
study incorporates the use of global macro data, the econometric method, and field 
research. The outcome is able to provide decision makers with a deeper understanding 
of the tourism-poverty nexus, which will inform the development and selection of 
appropriate adaptation strategies. In addition, this research fills the vacancy of former 
research by adopting the macro perspective.   
The Empirical Relationship between International Tourism Growth and Poverty Reduction 
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1.2 Research Background  
Poverty alleviation has been accompanied by human development. Each country 
initiates various strategies to alleviate poverty, such as raising human capital, issuing 
poverty relief funds, improving infrastructure construction, providing free education, etc. 
In recent years, tourism development has been garnering extra attention regard to 
poverty alleviation. The following sections will elaborate on the motivation and 
background of this thesis based on three questions: 
(1). Why do we need to alleviate poverty? 
(2). There are so many poverty alleviation strategies, so why choose tourism? 
(3). What is the proper way to analyses the poverty–tourism nexus in current time 
point?  
1. The Reason for Alleviating Poverty  
Poverty is a widespread global phenomenon and fighting against poverty has 
followed human history for all the time. Poverty is accompanied by images of 
backwardness, disease, hunger, etc. It is generally believed that poverty eradication is a 
universal need. However, Gans (1972) argued that poverty could contribute to maintain 
and improve social efficiency. Since the poor are usually less talented, indolent, or they 
are reluctant to receive education and training, they can only engage in a number of 
insignificant social activities with low wages, which helps optimize the social division 
of labor. In recently years, Deaton (2013) discussed that development always causes 
inequality but in turn inequality benefits development, such as stimulating latecomers to 
catch up and thereby promoting the development of society. At the same time, Deaton 
(2013) also argued that inequalities hinder development, because the successful 
forerunners will undermine the paths to the development way of the pursuers in order to 
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maintain their position. Therefore, the interests of the poor latecomers will be damaged, 
and their contributions will be ignored if inequality continues with concerns focused on 
the average level of social development and the successful forerunners. 
Comparing to the past, the economy has been well developed, but the lives of the 
poor have scarcely changed. About 795 million still go to bed on an empty stomach 
each night (World Food Programme, 2017), nearly 2.1 billion people have no access to 
clean water (World Health Organization, 2017) and about 3 billion people have no 
access to electricity (The World Bank, 2018). The problem of poverty in today’s society 
has not only been caused by natural scarcity but is also due to social exclusion, 
corruption, lack of freedom and so on. Although it is impossible to eliminate relative 
poverty and inequalities completely in any country or time period, absolute poverty can 
be possibly eliminated by using proper strategies.  
2. The Reason for Focusing on Tourism 
Poverty is one of the greatest global phenomena (Scheyvens, 2007) and is 
manifested as hunger, homelessness, unemployment, lack of respect and freedom. 
Tourism, in particular, is the most viable and sustainable economic development option 
for developing countries (Benavides & Perez-Ducy, 2001). Compared with other 
poverty alleviation strategies, tourism has several advantages as follows. 
First, tourism shows a high recovery speed after financial crises. The financial 
crisis beginning in September 2007 caused a substantial impact on various industries. 
Tourism, which was highly sensitive to overall economic conditions, also experienced 
the largest decline in 2009. However, it resumed a 6.4 per cent growth rate in 2010 and 
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has been growing rapidly until now. Compared with other industries, tourism has the 
fastest recovery speed after the global financial crisis. 
Second, the tourism sector is relatively more important in Least-Developed 
Countries (LDCs) than in rich countries. Although international tourism receipts are still 
concentrated in rich countries, it constitutes an important part of the economic sector in 
poor countries as well. As shown in Figure1-1, international tourism receipts in 
Sub-Saharan and Middle East & North Africa contribute to above 9% of their total 
export, which is much larger than the world average level 6.7%. In addition, the 
emergence of large and low-priced Asian exporters of manufactured goods, which is 
fundamentally changing the world economy, which makes other LDCs less competitive. 
Especially, it is more difficult for them to engage with the predominant world 
economies through export of manufactured goods. Therefore, the tourism sector may 
become the only economic sector for LDCs to enjoy a large trade surplus.  
Furthermore, given the relatively low entry barriers, the idea of using tourism to 
alleviate poverty has been supported by governments, Non-government Organizations 
(NGOs), and local communities. In addition, Hall (2007), Mitchell and Ashley (2009) 
claimed that under certain conditions, tourism could benefit poor people through a 
number of strategies. In the late 1990s, the Department for International Development 
(DFID) raised the concept of pro-poor tourism partnership (PPT); and in 2000, 
UNWTO launched the Sustainable Tourism-Eliminating Poverty (ST-EP) Initiative to 
face this global challenge.  
Therefore, anti-poverty tourism is an important issue and clarifying the role of 
tourism growth in poverty alleviation is extremely meaningful.  
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(Source: The World Bank, Databank-World Development Indicators) 
Figure 1-1: International Tourism Receipts (% of total exports), 2016 
3. The Reason for Choosing a Quantitative Perspective  
The bulk of pro-poor tourism literature has been aimed at what strategies can help 
expand the effects on the poor. However, only relatively few studies have examined an 
empirical relationship between tourism development and poverty reduction (Vanegas et 
al., 2015), and the lack of the quantification of tourism impact is recognized as a 
weakness in pro-poor tourism literature by its proponents (Goodwin, 2006). Moreover, 
Mitchell and Ashley (2009) pointed out that there already exists a huge amount of 
literature focusing on the anthropological, social and environmental impacts of tourism. 
The macroeconomic perspective has been neglected. Studying from an economics 
perspective could cover a range of approaches using different research methods and 
scales of analysis that are isolated from other disciplines. 
Looking at recent tourism studies (2011-2017), four major tourism research 
journals (Tourism Management, Annals of Tourism Research, Journal of Travel 
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tourism economics studies is 705 and there are only four empirical papers on tourism 
poverty research. Thus, research examining the tourism effects on poverty quantitatively 
is in greater needs. 
 
1.3 Research Objectives  
The objectives of this paper are to clarify the empirical relationship between 
tourism growth and poverty reduction in developing countries by adopting both 
quantitative (monetary base) and qualitative methods (non-monetary base). More 
specifically, it focuses on two dimensions: absolute poverty and multi-dimensional 
poverty. 
Absolute poverty is further discussed from three perspectives: regional differences, 
tourism scales, and heterogeneous effects.  
· Regional Differences  
1. Does tourism growth have a positive effect on poverty reduction?  
2. Is there a long-term correlation between tourism growth and poverty 
reduction? 
3. In the short-run, is there a causal relationship between tourism growth and 
poverty reduction?  
4. Is there a significant variance in the effect among different areas? 
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· Tourism Scales (Tourism Specialization)  
1. Is the bigger the better in terms of the size of the tourism sector? In other 
words, is the specialization of the tourism industry more helpful than the 
diversification of industrial structure to promote the overall poverty 
reduction? 
· Heterogeneous Effects 
1. Is there a significant variance in the effect among different poverty levels? 
2. Do two tourism variables (tourism receipts and tourism arrivals) have the 
same effect on the poverty ratio? 
· Challenges  
Figure out the practical problem in anti-poverty tourism development, which is 
based on the multi-dimensional poverty perspective. The research questions are as 
follows: 
1. Whether the empirical results match with the reality? 
2. What is the real problem during the anti-poverty tourism development?  
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9 
 
1.4 Research Structure  
1.4.1 Research Approach 
In line with the need of anti-poverty tourism research, this study focuses on 
clarifying the empirical relationship between tourism growth and poverty reduction, and 
further developing recommendations for future anti-poverty strategies. The research 
constitutes a systematic examination of the empirical relationship between tourism 
growth and poverty reduction, specifically by utilizing the following approach: 
Step 1. Compilation of knowledge from extensive literature review: Gain an 
understanding of poverty and focus on the impact of tourism development impacts on 
poverty alleviation. In addition, review of the definition and measurement, and previous 
researches of poverty and tourism.  
Step 2. Conceptual development: Identify the problem and collect data for poverty 
and tourism assessments. Following the literature review, the research hypothesis is 
subsequently examined based on the two dimensions (absolute poverty & 
Multi-dimensional poverty) and three perspectives (tourism scale, regional differences, 
and poverty reduction effects), thereby generating a complete framework for 
tourism-poverty nexus estimation. 
Step 3. Analysis: Use of a range of econometric methods to assess poverty-tourism 
nexus by employing econometric methods such as (Two Stage Least Square), Panel 
Fixed Effect Regression, Panel Quantile Regression, etc. Further, this study conducted a 
field research to confirm the empirical results and figure out the current issues in terms 
of multi-dimensional poverty.  
Step 4. Conclusion based on the research findings. 
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1.4.2 Organization of this Study 
This study comprises five chapters, which are grouped into three main parts: 
literature review, research hypothesis and methodology, and analysis, which is shown in 
Figure 1-2.  
Firstly, the starting point of this study is identified in the process of a literature 
review. The research questions are put forward, and the research framework is 
constructed; then, an empirical research on the effect of tourism growth on poverty 
reduction in low-income countries is designed based on theoretical analysis and 
literature review. Finally, future anti-poverty strategies are generated based on the 
empirical results and the findings of a case study. The main contents of each chapter are 
summarized as follows: 
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Chapter 1 begins with a brief exposition of the current poverty status and tourism 
development as the background of this study. Following the introduction to the research 
background, the corresponding research objective, research structure and methods are 
undertaken to gain a general understanding of this study. The originality and 
significance of this research are illustrated in the last part of Chapter 1. 
Chapter 2 constitutes the first part of this research (Literature Review). Through 
a comprehensive review of the literature, blank areas and shortcomings are identified 
among existing researches, thereby generating and clarifying the theoretical value of 
this study. Figure1-3 shows the outline of the literature review. 
Chapter 2 is divided into two parts. Part A provides an overview of poverty, 
which covers an overview of poverty concepts, poverty measurements, poverty lines 
setting, and the causes of poverty. Further, it presents a discussion and comparisons of 
each poverty definition and indices, which provides detailed information about their 
limitations and advantages for future anti-poverty research. Part B provides an overview 
of tourism, including tourism definition, tourism measurement, tourism specialization, 
historical changes of anti-poverty tourism as well as the effects of tourism development 
on poverty alleviation. In addition, Part B provides an up-to-date overview of the 
empirical researches of anti-poverty tourism and related implications. Figure1-3 shows 
the outline of the literature review. 
The second part of this study (Chapter 3) focuses on this research itself, which 
includes a theoretical perspective on tourism and poverty reduction, research design, 
and methodology.  
Chapter 3 analyzes the relationship between tourism development and poverty 
alleviation in terms of a theoretical perspective based on previous chapters. Further, it 
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discusses the research design in detail and selects proper methods for analysis. This 
chapter first defines and differentiates the concept of poverty in the research review. 
Second, according to the limitation and expansion in tourism literature review, two 
dimensions of this study are explained: (i) absolute poverty (monetary base); and (ii) 
multi-dimensional poverty (non-monetary base). Third, based on the research 
hypotheses and dimensions, proper research methods are selected respectively.  
The third part of this research presents the empirical estimation results and Nepal 
field study results.  
Chapter 4 first estimates the long-run relationship and causal relationship 
between expanding tourism scale and poverty reduction to examine whether tourism 
growth can actually promote poverty alleviation. Further, 66 low-income countries are 
divided by geographical location, such as Asia, Europe and Africa, to examine whether 
there is a significant correlation between tourism growth and poverty reduction in all 
regions.  
Second, it analyzes whether the effect of tourism growth on poverty reduction is 
constant according to different tourism specialization levels or not. In other words, this 
chapter attempts to answer whether it is the bigger he better for the tourism sector in 
terms of poverty reduction.  
Third, it tests the research question of whether distinct poverty levels matter for 
the impact of tourism on poverty reduction by adopting the linear and panel quantile 
regression techniques to absolute poverty headcount ratio and poverty gap. Further, this 
chapter estimates the different effect of international tourism receipts and international 
tourism arrivals in terms of poverty alleviation. 
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Fourth, field research confirms the empirical results. One of the poorest countries, 
Nepal, is selected as a case to study anti-poverty tourism. This chapter lists the 
interview results of the field research for future tourism planning.  
Chapter 5 summarizes the research conclusions and contributions, identifies the 
limitations of the research, and provides recommendations for future study. 
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1.5  Research Significance 
1. Theoretical Significance  
The hypothesis, i.e., the positive role of tourism growth in poverty reduction, has 
been widely used in the anti-poverty strategies of developing countries. Based on the 
TLG hypothesis (Tourism-led Growth Hypothesis), EDGH hypothesis 
(Economy-driven Tourism Hypothesis) and multiplier concepts, etc., tourism involves a 
number of industries and sectors of the national economy. It has a significant 
contribution to both the overall economy and local employment. However, anti-poverty 
as an emerging new research topic, its core issue, what kind of impact of tourism has on 
poverty alleviation, etc. have not been the subject of detailed discussions or subject to 
unanimous conclusions by the academic community. Questions like whether the poverty 
alleviation effect is only limited to some areas, and does tourism have an irreplaceable 
role in alleviating poverty have not been clarified yet. In order to answer these questions, 
there is an urgency to conduct a comprehensive analysis and verify the empirical 
relationship between tourism development and poverty alleviation. 
This research expands the analysis of the hypothesis of tourism-led poverty 
alleviation. This paper conducts comprehensive empirical tests and analysis, which can 
provide referential significance for the relevant research in the future. According to the 
perturbing effect of the heterogeneity on the tourism-poverty nexus, the effect of 
tourism growth on poverty reduction is tested under different regions, different poverty 
quantiles, and different degrees of tourism specialization, respectively. This is the first 
such attempt in anti-poverty research.  
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2. Practical Significance 
This paper aims to provide a decision-making basis for anti-poverty tourism 
policies on a global scale. In the past, few scholars have discussed the relationship 
between tourism growth and poverty reduction from a macro perspective. This is 
undoubtedly a deficiency in the field of anti-poverty tourism research. Therefore, this 
paper aims to verify whether the hypothesis that tourism growth can promote poverty 
alleviation, is established in developing countries. If so, this paper further discusses how 
tourism growth affects poverty reduction, and under what condition this effect is 
maximized, which helps to provide a basis for further anti-poverty tourism research. 
3. Research Originality  
Originality of Research Object 
Most anti-poverty tourism research has focused on case studies of specific regions, 
so it lacks the global understanding of tourism-poverty nexus. Saayman, Rossouw, and 
Krugell (2012) asserted that many tourism studies consist mainly of case studies at the 
local rather than the national level, and further highlighted the importance of 
methodological development in the study of tourism and poverty alleviation. In view of 
this, this dissertation estimated the effect of tourism growth on poverty alleviation with 
66 developing countries as the research object. It included both an overall analysis of 66 
developing countries and a comparative study of different regions. Therefore, the choice 
of the research object can be regarded as a development in anti-poverty tourism 
research. 
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Originality of Research Contents 
This dissertation focused on a systematic analysis of the impact of tourism growth 
on poverty reduction. The innovation of research contents is mainly expressed in the 
following three aspects: (i) The effect of tourism growth on poverty reduction is 
analyzed from the perspective of tourism scale and geographical area separately, which 
expands the depth of existing researches; (ii) The economic structure optimization 
(tourism specialization) has been neglected in the previous studies as well as the poverty 
level. Based on the previous researches, this article further expands and analyzes 
whether tourism growth can generate the same effect on poverty reduction in terms of 
different poverty levels, and whether a bigger scale of tourism development is the better 
for reducing poverty. In addition, this research also compared the differences in the 
effects of tourism arrivals and income on poverty alleviation, which also has been 
neglected in previous research; (iii) Most past studies in this area usually are conducted 
with micro-perspectives, while this paper provided a comprehensively analysis of the 
research question from a macro perspective. Therefore, the contents of this research 
have innovative value. 
Methodological Development 
According to a review of existing researches, most of the studies are qualitative 
studies, and only a few of the researchers tested the tourism-poverty nexus by using 
quantitative methods. This research verified whether there is a long-term correlation 
between tourism growth and poverty reduction in developing countries, and tested 
whether this relationship is constant under the geographic differences by adopting the 
cointegration test, etc. At the same time, this dissertation also estimated the short-run 
relationship between tourism growth and poverty reduction by using Granger Causality 
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test. Further, this dissertation introduced a cutting-edge econometrics method of panel 
quantile regression to deeply understand the impact of tourism growth on poverty 
reduction. In the previous studies, all empirical researches neglected the non-normal 
distribution problem of tourism data and poverty data, which may result in a bias. 
Therefore, the application of quantile regression is regarded as a methodological 
development in anti-poverty research. 
 






































    Part A: Poverty Overview 
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Any discussion should start with a clear definition of terms. However, the definition 
of poverty varies according to time, culture, and place, which makes it difficult to reach 
the goal of poverty alleviation. This part covers the causes of poverty, the concept of 
poverty, why we measure poverty, how to measure poverty, setting poverty lines, and the 
comparisons between each poverty indices, which highlights the importance of research 
on the poverty analysis. 
More specifically, the following questions are investigated:  
1). What is poverty and who are the poor? 
2). How is poverty measured? 
3). What are the root reasons of poverty? 
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2.1 Definition of Poverty 
Poverty, which can be expressed in numerous ways, is generally the state of one 
being hungry, displaced, and unemployed (Stevenson, 2010). But the definition of 
poverty is very vague. In the past 100 years, the concept of poverty has been discussed 
thoroughly from different perspectives (Bane & Ellwood, 1983; Holden, 2013; Rowntree, 
1901; Sen, 1981; Silver, 1994; Taket et al., 2009). From the initial income perspective, 
ability poverty and transient poverty have been added to the classification of poverty. It 
indicates that the characteristics of poverty are described comprehensively. This part 
documents the different angles of poverty, tracking the shifting understandings of poverty 
from absolute or relative to dynamic after introducing some key and new ideas in 
defining poverty. The discussion is set under an international context, and draws attention 
to the limitations and advantages of each poverty definition. It provides a basis for the 
anti-poverty tourism approach and raises questions for further discussions. Table 2-1 
excerpts the key definitions that are still often cited. 
Poverty as a global problem is a complex issue involving economic, political and 
social issues. From the understandings on poverty listed in Table 2-1, although the 
definition of poverty has been expressed differently, there is an inherent association that 
can be clarified in Figure 2-1. 
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Table 2-1: Definitions of Poverty 
Key Ideas and Authors Explanations  
Lack of basic resources  
(Rowntree, 1901) 
Poverty is the lack of access to basic needs, including food, safe 
drinking water, and shelter.  
Lack of physical, human, and 
social resources 
(Friedmann, 1994; Townsend, 1979) 
A condition is characterized by severe deprivation of 1) basic 
human needs, such as sanitation facilities, health, education 
and information; 2) resources and participation in social 
institutions; 3) freedom.  
Entitlement approach  
(Sen, 1981; Sen, 1999) 
Sen defined poverty from three aspects “Exchange entitlement 
set” (the lack of basic needs of the poor); “entitlement set” (the 
vulnerability of the poor and lack of capacities and 
opportunities); E-mapping (social environment, policy and 
other external factors).  
Poverty Dynamic 
(Bane & Ellwood, 1983; Stevens, 1994) 
Poverty is a changing condition; individuals can be counted in 
and out of poverty over time. Thus, poverty can be temporary 
or permanent.  
Lack of voice, rights and 
independence   
(Chambers & Conway, 1992; Kanbur, 
Lustig, & World Bank., 2000; Sen, 
2001)  
Poverty is not just about lack of basic need, which should be 
provided by an outside agency. It also includes people's 
vulnerability to external shocks, including the lack of voice and 
rights, which highlighted poverty in terms of a people-centered 
perspective.  
Exclusion and Well-being 
(Silver,1994, 2007; Taket et al., 2009)  
Social exclusion, a concept that refers to the process in which 
people and groups are denied full access to rights, 
opportunities, and resources. Generally, it includes social 
exclusion (exclude consumer, exclusion from/within labour 
market, etc.), cultural exclusion, and political exclusion. 
Capabilities and Freedoms 
(Sen, 2001) 
Based on the concept of capabilities, Sen has extended to argue 
that poverty is about the lack of five freedoms: political 
freedoms, economic facilities, social opportunities, 
transparency guarantees, and protective security. 
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Poverty is never neutral. As shown in Figure 2-1, it is the consequence of insufficient 
physical necessities (house, food, water, etc.) and capabilities, which makes it difficult 
for the poor to survive; it is the absence of social resources, such as basic infrastructures 
of health clinics and schools, which prevents the poor from enhancing well-being; it is 
the lack of a voice, rights, and freedom, thus the poor are vulnerable to exploitation and 
humiliation. In addition, because people can move in or out of poverty over time, poverty 
is also dynamic. Although poverty has been described distinctly, the internal logic can be 
broadly summarized from Table 2-1 as the following: 
Poverty always links with "backward" and "difficult," relevant to the lack of material 
and services, normally be defined as "low income." 
Poverty is about the living condition below the minimum living standard that is 
recognized by each society. 
Poverty is a changing condition that varies over time. 
Poverty is a multidimensional phenomenon that includes education, health, voice, 
and human rights, etc. 
 
Figure 2-1: Key Findings from “Definition of Poverty” Studies 
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Thus, Figure 2-1 further summarizes the basic features of poverty, and classifies 
poverty into four aspects according to the above analysis: absolute, relative, 
multidimensional, and dynamic. Absolute poverty is a living condition that exists 
objectively; relative poverty is a social classification that is evaluated by each society; 
multidimensional poverty is a complex problem caused by the social environment; and 
poverty dynamic refers to poverty being a changing condition that varies across time, 
place, and culture. 
This classification implies that the central aspect of poverty, absolute poverty, fails 
to provide us with a full understanding. Although absolute poverty is close to the state of 
poverty, poverty itself is not a simple monetary concept; rather, it is multidimensional 
and dynamic. Especially, poverty is not static, and the problem of poverty dynamics has 
been neglected in anti-poverty research in recent years. In order to provide a theoretical 
base of anti-poverty tourism research, the limitations and advantages of each poverty 
definition are analysed next.  
2.1.1 Absolute Poverty 
Absolute poverty is defined as a condition where families or individuals don’t have 
enough income to maintain the minimum physiological requires, such as food, housing, 
clothing and other necessities (Sachs, 2005; Walker, R., & Bantebya-Kyomuhendo, 2014). 
Various national agencies and investigators followed the definition of absolute poverty 
(Laderchi et al., 2003; Pradhan & Ravallion, 2011). These institutions and researchers 
tend to estimate a minimum level of physical requirement, normally measured in terms 
of calories or nutrition for basic physiological needs, and then convert the nutrients and 
quantity of food to amount of money based on its market value. Therefore, absolute 
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poverty is about survival, referring to the income situation, where it is difficult to maintain 
the minimum living needs. However, since there will be different necessities in different 
times, regions, and individuals, the measurement of "the minimum number of essential 
goods" is difficult to ascertain. Although nutrition can take the place of specific 
commodities to eliminate some differences, different combinations of nutrients in food 
can result in different prices. Even the same combination has different costs in 
correspondence with different regions. In this way, using a uniform poverty line in Africa 
and the United States is clearly unreasonable. Therefore, with the development of human 
society and expansion of regional differences, only emphasizing absolute poverty is not 
convincing. For rich countries, Fritzell, Rehnberg, Bacchus Hertzman, and Blomgren 
(2014) stressed that relative poverty, which has close associations to overall inequality, 
should be considered rather than absolute poverty.  
2.1.2 Relative Poverty  
Relative poverty describes people who do not have enough resources to meet 
socially recognized needs and to participate in social activities (Jänis, 2014). 
Subsequently, the measurement of poverty shifts from the minimum number of essential 
goods to average social level (Beaudoin, 2006; Jänis, 2014). With the development of 
society, although there are plenty of poor people who have food to eat and clothes to wear, 
their standard of living is still much lower than the average level of the whole society. 
What should be noticed is that relative poverty is different from the feeling of deprivation. 
The feeling of deprivation refers to a kind of emotion while relative poverty is established 
on specific conditions. Therefore, a person with the feeling of deprivation doesn’t mean 
he or she is living in poverty while for the families or an individual living in poverty, the 
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feeling of deprivation is just an expression of their condition. Relative deprivation can be 
understood as a lack of resources to sustain the average living standard of the society 
(Walker & Smith, 2004). Fuchs (1967) proposed the concept of relative poverty and the 
relative poverty standard explicitly. He estimated Americans in poverty by using a 
relative poverty standard by determining the poverty line at 50% of the median value of 
national income distribution which has been widely used in Western European countries. 
However, relative poverty doesn’t work well in two extreme societies: one is a primitive 
society where the average income has just reached the minimum living standard, and the 
other is a highly developed society, which is generally very rich. The conditions of the 
poor in the above two countries are totally different, and therefore using relative poverty 
approach alone to measure will cause many problems. Thus, relative poverty must also 
combine a core of absolute deprivation to have a sense of absolution. From the above 
analysis, it has been clarified that relative poverty and absolute poverty, which both have 
their weaknesses, provide two complementary perspectives to study poverty, so they 
should be combined in poverty analysis.  
2.1.3 Multi-dimensional Poverty  
With the social-economic development, poverty is defined from simple 
absolute/relative poverty to more comprehensive classifications. Bourguignon and 
Chakravarty (2003) defined poverty as not a one-dimensional phenomenon (e.g. "only" a 
lack of money) but a multidimensional issue caused by social exclusion, lack of 
psychological well-being, and human rights, etc. Similarly, Duclos, Sahn, and Younger 
(2006) pointed out that poverty is not purely a condition of monetary disadvantages, but 
also incorporates a non-material perspective. Sen (1992, 2001) applied the entitlement 
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approach in poverty research defined poverty as a condition where people’s “exchange 
entitlement set” does not reach the basic living requirement. In the entitlement approach, 
“exchange entitlement set” reflects the poor’s lack of basic needs/capabilities or 
opportunities to exchange with other social resources and goods, which is influenced by 
external factors as social environment and policy. More recently, UNDP proposed the 
HPI (Human Poverty Index) and Multidimensional Poverty Index (MPI) in the Human 
Development Report in 2008 and 2010 for developing countries. HPI and MPI consist of 
three components: health deprivation, education deprivation, and decent life deprivation. 
However, although they are wider measures of ‘development’ than GDP alone, they do 
not reflect inequalities, human security, empowerment, etc., as stated by the Human 
Development Report. Another problem is that the three dimensions of the index are 
weighed equally, which made HDI and MDI subjective.  
2.1.4 Poverty Dynamic  
Because some of the poor do not live in the poverty all the time (Yabuq, 2000), it is 
necessary to ensure the observation periods. Many students who are poor now may have 
good lifetime prospects, so they should not be considered truly miserable. Bane and 
Ellwood (1983) distinguished the difference between the newly poor and the poor in 
particular. Ravallion (1988) classified aggregate poverty into transient poverty and 
chronic poverty. Transient poverty means a household or a family only living in poverty 
in part of a specific time period, while chronic poverty refers to living in poverty 
throughout a certain time period. Rodgers and Rodgers (1993) pointed out that since 
transient poverty and chronic poverty have different contributory factors, they need 
separate policies to reduce poverty. Usually, chronic poverty referred to living in 
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indigence for more than five years, from entering poverty to getting out of it. Hulme, 
Moore, and Shepherd (2011) classified the poverty dynamic into always poor, usually 
poor, churning poor, occasionally poor and never poor based on a five-tiered 
categorization of poverty. Although the origins of the concept can be dated back to 1980s, 
it has raised wide concerns recently. In recent researches, Ward (2016) considered two 
causes of household vulnerability, low expected income and high-income variability, and 
the results showed that there are different characteristics between vulnerable households 
and non-vulnerable households, especially in terms of income changing. Their analysis 
was based on a balanced panel of rural China from 1991 to 2006, and they also found that 
most samples have shifted from chronic poverty to transient, but this change is not 
constant with time and place. Similarly, Kimberlin and Berrick (2015) focused on the 
causes and impacts of chronic and transient poverty on children’s health and development. 
According to the empirical analysis results on the data in the United States, they suggested 
using distinctive policies to reduce poverty since the causes and impacts between chronic 
poverty and short-term poverty are different, particularly for children. Şeker and 
Dayıoğlu (2015) indicated that the phenomenon of poverty is a short-lived status in 
Turkey by looking at poverty entry, exit, re-entry rates, and exit rates conditional on time 
spent in poverty. Poverty dynamic analysis can help the government to capture the change 
of income and consumption among the poor, grasp the overall trends of poverty, and 
distinguish the specific individuals or families who are in chronic poverty or transient 
poverty. However, there is an unavoidable problem in the literature of the poverty 
dynamic in that the measures of transient or chronic poverty and research methods are 
controversial. Davis and Baulch (2011) noted that distinct methods lead to very different 
conclusions of poverty dynamic research in Bangladesh. In addition, although the poverty 
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dynamic is an important supplement to other poverty definitions, it cannot directly answer 
the question of what is poverty. 
Table 2-2: Limitations of Each Poverty Definition 
Concepts Perspectives Weakness 
Absolute Poverty Survival The “minimum number of 
essential goods" is difficult to 
ascertain  
Relative Poverty Relative to national 
average income 
Not suitable in cross country 
comparison  
Multidimensional Poverty Non-monetary factors Hard to quantitative non-money 
factors 
Poverty Dynamic Time variation Partly subjective; it cannot 
define what is poverty directly 
In sum, poverty is conventionally defined absolutely, relatively, and multi-
dimensionally. However, both relative poverty and absolute poverty have their limitations 
as shown in Table 2-2, so they cannot define poverty entirely and have failed to provide 
a full understanding of poverty. In addition, although poverty dynamics provide a 
reference to the appropriate observation period, it cannot answer what is poverty directly.  
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2.2 Poverty Lines  
The poverty line defines the level of consumption (or income) that is needed for a 
household to escape poverty (World Bank, 2005). It is also the cut-off point separating 
the poor from the non-poor. Poverty lines, which are set based on different methods, have 
their own characteristics and meanings. For example, objective poverty lines are usually 
established quantitatively, focusing on people’s access to different kinds of resources; 
subjective poverty lines, in contrast, are assessed focusing on the standard of living people 
actually enjoys based on individual's subjective judgment. The following table introduces 
several commonly used poverty lines, and their characteristics are based on three 
classifications: objective relative poverty lines, objective absolute poverty lines, and 
subjective poverty lines.  
Table 2-3: Three Types of Poverty Lines 
Poverty Lines Components 
Objective Relative Poverty Lines 
International Standard Poverty Line 
Human Development Index 
 
Engel's Ratio Method 
 
Social income 
Health, education, and a decent standard of 
living 
Food expenditure; income  
Objective Absolute Poverty Lines 
The Cost of Basic Needs Approach 
 
The Food-Energy Intake Method 
 
The minimum charges for minimum living 
requirement 
The expenditures/income level at minimum 
living calorie  
Subjective Poverty Lines 
Life Style Method 
Subjective Minimum Income 
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2.2.1 Objective Relative Poverty Lines 
Objective relative poverty line refers to the level of people whose life situation is 
below a certain community living condition. For example, the poverty line could be set 
at 50 percent of the country’s mean income or consumption. Detailed measuring methods 
include: (1) International Poverty Line Standard; (2) HDI; (3) Engel's Ratio Method 
(1) International Poverty Line Standard 
The Organization for Economic Cooperation and Development organized a large-
scale survey of its member countries in 1967 and proposed that 50 percent of the average 
social income in each country should be set as the poverty line, which was also known as 
international poverty line standard. However, it has been questioned whether it can be 
used universally; for example, the poverty line has been set as only 30 or 40 percent of 
the average income besides 50 percent in the US, Japan, and Canada. Nowadays, the 
international poverty line, which is set by the World Bank, has been widely used. The 
World Bank established $1.25 a day (from the year 2005 to 2015) as the absolute poverty 
line by averaging the poverty line in 15 poorest countries (Ravallion, Chen, & Sangraula, 
2009). In early October 2015, the World Bank updated it to $1.9 a day according to 
purchase power parity (World Bank, 2005).  
(2) Human Development Index (HDI)  
The Human Development Index (HDI) is a summary measure of average 
achievement in key dimensions of human development: health, education, and a decent 
standard of living. The HDI is the geometric mean of normalized indices for each of the 
three dimensions. They are respectively measured by life expectancy at birth, the average 
of years of schooling, and the gross national income per capita (UNDP, 2015). However, 
The Empirical Relationship between International Tourism Growth and Poverty Reduction 
32 
 
although it is a wider measurement of “development” than GDP alone, it does not reflect 
the issues of inequalities, human security, empowerment, etc., as stated by the Human 
Development Report. Another problem is that the three dimensions of the index are 
weighed equally, which made HDI subjective.  
(3) Engel's Law 
Engel's law is the ratio between food expenditure and income. As income rises, the 
proportion of income spent on food falls, which suggests that the increase in consumers’ 
expenditures for food products (in % terms) is less than the increase in their income. The 
income elasticity of demand for food is between 0 and 1, and when the Engel coefficient 
reaches 0.5 or 0.6, it indicates poverty. In other words, a higher Engel’s coefficient means 
an increase in poverty. Engel's law is simple and easy to operate. It also reflects the 
characteristics of relative poverty since it relates to the average level of the whole society. 
However, the weakness is that its calculation varies country to country, such as in France, 
which has a different understanding of poverty and takes clothing and housing into 
consideration in addition to food 
2.2.2 Objective Absolute Poverty Lines  
Objective absolute poverty lines are considered to be the minimal level for survival, 
which is anchored in some absolute standards, such as the cost of basic food needs or 
nutritional basket. Developing countries are more inclined to rely on an absolute rather 
than a relative poverty line because a large share of the population suffers from hunger 
(Deaton, 1997; Ravallion & Bidani, 1994). Measurements include (1) the Cost of Basic 
Needs Method (Shopping Basket Method), and (2) the Food-Energy Intake Method.  
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(1) Cost of Basic Needs Approach (Shopping Basket Method) 
The cost of basic needs approach values an explicit bundle of goods typically 
consumed by a poor family for a minimum living requirement. It first calculates the 
minimum charges according to the local market price, and then adds a specific allowance 
for non-food goods such as clothing and shelter (World Bank, 2005). This method is 
effective, easy to understand, and easy for public participation. Although this method has 
been criticized for not being “purely objective” in some elements, such as what should be 
installed in the ‘basket’, it is still very useful since no any other measurement can replace 
it. 
(2) Food-Energy Intake Method 
The food-energy intake method defines the poverty line by finding the expenditures 
or income level at which a person’s typical food energy intake is just sufficient to meet a 
predetermined food energy requirement, usually 2,100 calories per person per day (World 
Bank, 2005). It graphs expenditure (or income) per capita against food consumption in 
calories per person per day, which can be used when price information is lacking. 
However, calorie intake is not easy to measure as it varies according to the age, gender, 
and working activities of the individual. 
2.2.3 Subjective Poverty Lines 
Subjective poverty refers to the subjective judgment of the acceptable lowest 
standard of a living condition in a particular social environment. Researchers of subjective 
poverty lines abandoned the strict quantification of poverty since poverty is not objective 
or immutable. It is changing in different societies and times (Scitovsky, 1986). Thus, 
subjective poverty lines measure poverty by asking people to define a poverty line by 
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themselves. For instance, they might be asked questions like “What income level do you 
personally consider to be absolutely minimal?” Detail measurement methods include (1) 
Subjective Minimum Income/Consumption Poverty Line, and (2) Deprivation Indicators 
(Lifestyle Method).  
(1) Subjective Minimum Income (Consumption Method)  
The subjective minimum income level could be calculated by doing a social 
investigation about the “adequate" income amount and "inadequate” income amount 
among the number of households and taking the geometric mean of the two subjects. 
When household income is lower than this minimum income level, people are considered 
to be in poverty. Following the same logic, subjective minimum consumption level could 
be calculated by asking households about their basic needs and the corresponding 
‘income’, and judging whether they are living in poverty by comparing their actual 
income with the subjective minimum consumption level.  
(2) Lifestyle Method (Deprivation Indicators) 
The lifestyle method, also known as the "deprivation indicator", was proposed by 
(Townsend, 1979). Firstly, a survey is conducted among poor families, which focuses on 
lifestyle, and consumer behavior. Then a number of "deprivation indicators” are selected 
based on the survey answers, such as “without week-long vacation in the last year”. Based 
on the empirical analysis, Townsend made a curve of income and "deprivation indicator", 
and a “deprivation threshold" is found on the curve. Specifically, when the income is less 
than the “deprivation threshold", the number of deprivation indicators will rapidly 
increase. Therefore, the corresponding income level of “deprivation threshold" can be set 
as the poverty line. The advantages of this method are: (i) it no longer treats poverty as a 
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phenomenon of a specific group, and pictures the lifestyle of poor families from the 
subjective evaluation of the social community; and (ii) it not only covers the basic 
physical requirements, but also includes the society requirements; (iii) it expands the 
perspective of poverty to the whole society, and opens up a new way for the dynamic 
relative poverty research. However, the lifestyle method has been questioned since 
lifestyle is relatively abstract, and there is no evidence that there is the direct linkage 
between lifestyle and income. 
The poverty line is the key point to define the poor from the non-poor. According to 
the measurement methods introduced in this part, the components of poverty lines can be 
summarized as monetary and other welfare like education and health. However, none of 
them pays attention to the travel frequency of the household; nor do they consider the 
time of part-time jobs and the unemployment of a household. Although with time, more 
and more researchers are paying attention to estimate other welfares corresponding to the 
shift from absolute poverty to multidimensional poverty. The monetary measurement, 
such as income and consumption, still play an especially dominant role in the 
identification of poverty (Feinstein and Picciotto, 2000). The non-income indicators 
indeed show other aspects of poverty, but in consideration of their narrow range of 
applications, there is still a long way to go. Because this study focuses on a global 
perspective, it selects the international poverty line at $1.9 a day, which is set by the 
World Bank as the cut-off point separating the poor from none-poor. In other words, 
households whose income is less than $1.9 a day are regarded as poor.  
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2.3 Measure of Aggregate Poverty and Axioms 
In order to identify the poor from the non-poor, the previous parts have introduced 
various poverty definitions and poverty lines. These definitions and methods play an 
important role in social welfare since the social status of persons or families once judged 
to be living in poverty will be given appropriate help by social assistance activities. In 
this part, the poverty problem will be addressed in depth. Aggregate poverty is the 
calculation of poverty extent on the overall social level, which is important for developing 
the social assistance system. There are a number of indices for measuring aggregate 
poverty, which mainly include (1) the Headcount Index; (2) the Poverty Gap Index; (3) 
the Squared Poverty Gap Index; and (4) the Sen Index. 
2.3.1 Measure of Aggregate Poverty 
(1) Headcount Index (H)  
The total number of poor Np is the simplest way to measure poverty extent. The 
increasing number of poor people indicates the growing severity of the problem of 
poverty. However, Np apparently is influenced by the size of the population. Therefore, 
in order to eliminate the influence of the population scale, the headcount index has been 
used to take the place of Np. The headcount index is the most widely used aggregate 
poverty measurement, which is simply calculated by the proportion of the poor population, 









                      (2-1) 
Here, N is the total population and I (.) is an indicator function that takes on a value 
of 1 if expenditure (𝑦𝑖) is less than the poverty line (z), which implies that the household 
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would be counted as poor. Otherwise, when I (.) is equal to 0, the household would be 
regarded as non-poor. 
The headcount index reflects how many poor people are in the entire population of 
a region, but does not describe the problem of how poor are the poor. This method gives 
the same weight to the poor below the poverty line. Hence, it does not reflect the 
information of when a poor person has become poorer. Thus, for the poor, changes in 
income, living standards, and the money transfer cannot be reflected until his or her 
income increases above the poverty line (World Bank, 2005). As a consequence, using 
the headcount index to measure poverty may lead to make governments or officials only 
focus on the “richest group” of people below the poverty line to reduce poverty while the 
poorest groups will be ignored to some degree, since it is easier for the “richest group” to 
get out of poverty in a shorter time. 
(2) Poverty Gap Index (PG) 
The poverty gap index is calculated by adding up the extent to which individuals’ 
income falls below the poverty line, which is expressed as a percentage of the poverty 
line. More specifically, it defines the poverty gap (Gn) as the poverty line (z) less actual 
income (𝑦𝑖) for poor individuals; the gap is considered to be zero for the non-poor. 
Poverty Gap (Gn): 
𝐺𝑛 = (𝑧 − 𝑦𝑡)𝐼(𝑦𝑖 ≤ 𝑧)                       (2-2) 
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Total Social Poverty Gap (Gs): 
𝐺𝑠 = ∑ 𝐺𝑛
𝑁
𝑖=1                             (2-3) 
The total social poverty gap is the sum of the poverty gap between each poor 
individual. The greater the value of the total social gap, the deeper the degree of social 
poverty. However, it can be easily affected by the number of poor people and income.  
Average Social Poverty Gap (Ga): 





𝐼(𝑦𝑖 ≤ 𝑧)                    (2-4) 
The average social poverty gap is simply a modification of the total social gap. The 
average social poverty gap indicates the difference between the average income of the 
poor and the poverty line. This measure eliminates the effects of the poverty population 
and reflects the average level of social poverty. When the average gap grows, the degree 
of social poverty deepens. However, this measure still would be influenced by some 
extreme cases, such as very low incomes (the large gap between the poverty line). 








𝑖=1                          (2-5) 
This measure is the mean proportionate poverty gap in the population (where the 
non-poor have zero poverty gaps). Compared with the social average poverty gap (Ga), 
the poverty gap index (PG) eliminates the effects of the income scale and is able to reflect 
the average level of poverty accurately. A higher value of PG indicates larger poverty gap 
and a deeper degree of social poverty. However, PG has an insurmountable shortcoming 
in that it cannot reflect the information of internal income distribution amongst the poor. 
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If relatively richer poor people transfer a portion of revenues to poorer people, it will 
inevitably lead to the changes of poverty condition.  
(3) Squared Poverty Gap Index (FGT) 
FGT is a weighted sum of poverty gaps, which the weights (α) are the proportions 











𝑖=1 , 𝛼 ≥ 0                        (2-6) 
Where (α) is a measure of the sensitivity of the index to poverty; the poverty line is 
z. When parameter α=0, it simply implies the head-count index (H); when α=1, it means 
the poverty gap ratio, and when α is set equal to 2 (P2) is the squared poverty gap index.  
(4) Sen Index 
Sen (1976) addressed that a good poverty index must meet monotonic axioms and 
transfer axioms and should be independent of the income level of the non-poor (focus 
axiom), which indicated that it must be measured with absolute poverty line. The most 







]𝑁𝑖=1 (𝑁 + 1 − 𝑖)                 (2-7) 
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Where (n) is the total population, (yi) is an ascending sequence of income of the poor 
people, such as 𝑦1 ≤ 𝑦2 ≤ 𝑦3 ⋯ ≤ 𝑦𝑛. The weight (N+1-i) equals to the number of the 
poor whose income is not less than (yi), which implies the relative deprivation of the poor; 
the lower income of the poor means the higher degree of relative deprivation. The Sen 
Index has been widely discussed due to its design concept. However, it is rarely used in 
practice for lack of intuitive appeal and the inability to be decomposed satisfactorily into 
its constituent components (World Bank, 2005).  
2.3.2 Poverty Axiom Overview 
Most of the existing literature on the measurement of poverty is concerned with 
counting the number of people under the poverty line. However, the proportion of 
population below the poverty line, as such, does not reflect the intensity of poverty 
suffered by the poor. The problem is the extent of poverty. In order to arrive at a suitable 
measure of poverty, Sen has proposed three basic axioms: The Focus Axiom, 
Monotonicity Axiom, and Transfer Axiom (Sen, 1976). In addition, numerous axioms 
have been proposed after Sen's work, (Blackburn, 1989; Chakravarty, 1997; Foster, Greer, 
& Thorbecke, 1984; Hagenaars, 1987; Kakwani, 1980; Shorrocks, 1995). Given that 
some axioms are still in discussion as to what extent they are relevant to anti-poverty 
tourism practice, this part simply introduces the Monotonicity Axiom, Transfer Axiom, 
Monotonicity-sensitivity Axiom and Transfer-sensitivity Axiom (Kakwani, 1980) as the 
standard of poverty measure analysis. 
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(1) Monotonicity Axiom 
The axiom of monotonicity requires that a reduction in income of a person who is 
below the poverty line must lead to an increase in the corresponding poverty measure 
(Sen, 1976). In reverse, if there is an increase in income of the poor, it must show a 
decrease in his or her poverty indicator. Therefore, the poverty indicator should show as 
a monotonically decreasing function of income. 
(2) Transfer Axiom 
The transfer axiom indicates that if there is a pure transfer from a person who is 
below the poverty line to anyone who is richer, it must lead to an increase of the poverty 
measure (Sen, 1976). If the income transfer direction is opposite, the poverty indicator 
must fall. This axiom specifically highlighted that income distribution differences of the 
poor must be reflected by poverty indicators. 
Kakwani (1980) has proposed the following two basic axioms: 
(3) Monotonicity-sensitivity Axiom 
If (P)i represents the increase in the poverty measure due to a small reduction in 
the income of the ith poor, then (P)i > (P)j for j > i. 
This axiom implies that a reduction of income of a poorer individual leads to a larger 
increase in the poverty measure. If the poor individual is relatively rich, then the reduction 
in his income reflects the poverty indicator less. Monotone-sensitivity axiom is the 
"enhanced version" of the monotonous axiom (Kakwani, 2011), which requires that the 
poverty indicators pay more attention to income condition of the "poorest".  
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(4) Transfer-sensitivity Axiom 
For any positive integer ρ and any pair of poor individuals i and j, if j > i, then 
(△P)i, i+p > (△P)i, i+ρ, where (△P)j, j+ρ is the increase in poverty measure due to a 
transfer of income from the ith poor to the (i+ρ)th poor. 
The transfer-sensitivity axiom implies that when the income transfers from the poor 
to relatively rich poor, a greater increase in the poverty indicators should be taken if they 
are poorer; correspondingly, poverty indicators should be increased in a slight way for 
the relatively rich poor. This axiom combines the transfer axiom and the monotonous 
axiom, emphasizing the position differences of transfer axiom, and focusing on 
improving the discrimination of income distribution differences. 
Table 2-4: Poverty Indexes and Axioms 
    H PG FGT Sen Index 
Monotonicity axiom × ○ ○ ○ 
Transfer axiom × × ○α>1 × 
Monotonicity-sensitivity axiom × × ○α>1 ○ 
Transfer-sensitivity axiom × × ○α>2 × 
 
Table 2-4 presents the performance of four poverty indexes on each axiom: 
1. The Headcount index does not satisfy any axioms since the headcount index is 
measured by the extent of poverty based on the number of poor people. This means 
that when the income level changes don’t go above the poverty line, the poverty level 
will remain unchanged. 
2. The income gap index only conforms to the monotonicity axiom, because the changes 
in the income of the poor will be reflected sensitively. However, for the transfer axiom, 
the income gap index can only partially confirm. Because if the income transfer is 
made by the people above the poverty line to the people below it, then the income of 
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poor will increase and the income gap will reduce correspondingly. While in the case 
of the income transfer happening between two people who are both below the poverty 
line, the extent of poverty will remain the same since the total income poverty gap is 
unchanged. Indexes of headcount and income gap are both sensitive to the income 
transfer across the poverty line. However, neither can reflect the income distribution 
below the poverty line.  
3. The Sen index meets the monotonicity axiom and the monotonicity-sensitivity axiom. 
It is deficient in the following ways. First, it is not a continuous function of income 
of the poor. When the poor escape poverty by increasing income, the measurement 
results will become less robust. Second, it is not sufficient to satisfy the transfer axiom. 
If the poor eliminates poverty by income transfers or income transfer from the poor 
to non-poor, it would be contrary to the transfer axiom. Therefore, it is not an ideal 
poverty index (Shorrocks, 1995). Further, Kakwani (1980) proved the failure of Sen's 
measure to satisfy the transfer-sensitivity axioms.  
4. For the FGT index, in conditions of α>0, α>1, α>2, Fα respectively satisfies the 
monotonicity axiom, the transfer axiom and monotonicity-sensitivity axiom, and the 
transfer-sensitivity axiom. However, FGT hardly defines the optimal value of α 
(World Bank, 2005). Further, under the assumption of α ≥ 0, the different weights 
of the FGT index cannot guarantee the consistency of measurement and this may 
impede the judgment and analysis of poverty.  
To sum up, although poverty is also affected by social factors, political stability, and 
other factors such as vulnerability, the monetary standard is still the main aspect of 
poverty. Thus, principles concluded from monetary poverty measurements are 
meaningful in anti-poverty tourism practice. The measurement of poverty should consider 
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various limitations and economic implications reflected by each indicator. The axiomatic 
approach provides a unified theoretical framework for poverty indicators and measures 
poverty based on clear expression and deep understanding of the concepts and theories. 
According to the data accessibility, this research selects the headcount index and the 
poverty gap index as the poverty variable. Their limitation is that neither can reflect the 
income distribution below the poverty line. Especially, the analysis made only by the 
headcount index may easily cause a misunderstanding of the current situation. Therefore, 
this study uses both to measure poverty, which is equal to the FGT index when parameter 
α=0 and 1. Since this research does not involve the income distribution among the poor, 
the squared poverty gap index (when parameter α=2) is not selected.  
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2.4 Causes of Poverty 
Poverty is a social phenomenon of human society and its causes are complex. 
Identifying the causes of poverty can help to understand what is poverty, who are the poor, 
and how to measure poverty, and further to formulate more effective anti-poverty 
strategies. The following part introduces several representative poverty assumptions, and 
analyses the causes of poverty from the perspectives of demography, economics, human 
capital, social capital, and ecological environment. 
2.4.1 Demography Viewpoint of Poverty 
Malthus (2013) argued the problem of unequal nature of food supply and population 
growth under the premise of the decrease of land productivity. He explained that the 
means of production would only increase arithmetically while the number of people 
would increase geometrically. A faster growth rate of the population would lead to famine 
and starvation since the population would exceed the capability of the means of 
production. Thus, some people would inevitably become the poor due to lack of means 
of subsistence, unless births were controlled.  
In addition, the Marxist theory of population argued that the main reason for poverty 
is rooted in the capitalist system, and only a change the capitalist system can solve the 
poverty problem. The Marxist theory of population argued the capitalist population 
surplus, which is a relative surplus to the reproduction of living conditions, rather than 
the absolute population surplus mentioned in Malthus’s the principle of population 
(Malthus, 2013). Under the capitalist system, the surplus value of production is created 
by the surplus labor of the workers, which is occupied by the capitalists. Meanwhile, 
under the private ownership system, the means of production and laborers are completely 
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separated. Because the capitalists occupy all means of production, the proletariat has no 
choice but to sell the labor force since they have lost ownership of the means of 
production. Thus, the capitalist can extract the surplus value which is created by the wage-
laborers to the maximum, in order to maximize the profit. As a result, capitalists maintain 
affluence while the proletariat can only work for the bourgeoisie and remain in poverty.  
In addition, the increasing marginal value of capital would make the capitalist pursue 
more surplus value for capital accumulation and the expansion of reproduction, which 
would inevitably lead the capitalist to convert the surplus value into capital. In the process 
of capital accumulation, due to the impetus of profit and the pressure of competition, it is 
necessary constantly adopts new technologies and improves labor productivity, which 
would lead to the relative reduction of capital demand for wage workers (Piketty, 2015). 
As a result, a surplus situation of the labor force would be inevitable causing a large 
unemployed population in the material production sector. Therefore, Marx believes that 
the capitalist system is the cause of the poverty in proletariat. If the proletariat wants to 
change their destiny of poverty, the fundamental way is to eliminate the capitalist private 
ownership and wage labor system.  
2.4.2 Economics Viewpoint of Poverty  
The main point made by development economics is the lack of physical capital 
investment. It is not only the root cause of low per capita income and slow economic 
growth in developing countries but also the reason for poverty in low-income countries. 
The representative theories are the vicious cycle of poverty (VCP), the low-level 
equilibrium trap, the theory of critical minimum effect, and the theory of circular 
cumulative causation. 
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The low-level equilibrium trap (Nelson, 1956) pointed out that there are two kinds 
of equilibriums in the economic system: low-level equilibrium and high-level equilibrium. 
The low-level equilibrium refers to a very low level of per capita income, and both the 
rates of investment and saving are also low. If per capita income is increased above the 
minimum subsistence level, it would stimulate a growth in population. Population growth, 
in turn, would push down per capita income again back to the survival line. Thus, the 
economy is caught in the low-level equilibrium trap. High-level equilibrium refers to 
when per capita income is above a certain level, the national income growth rate would 
exceed the population growth rate, leading to an increase of per capita income until the 
growth rate of national income equals the population growth rate. Therefore, escaping of 
the low-level equilibrium trap requires increasing the income growth rate to a higher level, 
which should be above the population growth rate.  
Then, the theory of critical minimum effect (Leibenstein, 1957) illustrated that in 
order to break the low-level equilibrium in developing countries, the investment rate must 
be high enough in the early stages of economic development, which would enable the 
national income growth rate to exceed the population growth rate to achieve a 
significantly improvement of per capita income level.  
Another approach is the vicious cycle of poverty (Nurkse, 1966), which argued that 
a low level of per capita income would lead to a lack of savings or consumption and 
further lead to a shortage of capital. In such a state of affairs, the process of capital 
formation remains obstructed and restricted. There are two "vicious circulatory systems" 
in economic operation: from the supply side, there is low income, low savings, low 
investment, capital deficiency, ultimately leading to low productivity; and on the demand 
side, low income and demand for goods, limited home market, ultimately causing low 
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investment. Thus, a country's economy would remain in a low level of supply and demand 
equilibrium, unable to achieve the multiplier effect of the investment on the gross national 
product and the positive acceleration effect of the gross national product on investment. 
Therefore, increasing investment, promoting capital formation and capital accumulation 
can potentially help developing countries eliminate poverty. 
Similarly, circular cumulative causation is a multi-causal approach where the core 
variables and their linkages are delineated. The idea behind is that a change in one factor 
would cause successive changes in another variable (Myrdal & Sitohang, 1957). These 
changes are circular and continue in a cycle, which would reinforce the original factors, 
and move the economy toward the original direction. It is similar to the vicious cycle of 
poverty, low-level equilibrium trap, and theory of critical minimum effect. However, 
Myrdal stressed that low income is the result of the combined effects of social, political, 
cultural, economic, and institutional factors. Capital is only one of these important factors, 
and other factors such as income distribution could not be ignored. Therefore, he 
advocated improving the income of the poor through reforming the power system, land 
system and education system etc., which would stimulate consumption, increase savings, 
accumulate capital, and break the "low-income cycle accumulation". 
2.4.3 Human Capital Perspective  
In the 1960s, the human capital theory was developed rapidly, and more and more 
scholars began to study poverty from the angle of human capital. From the perspective of 
the poor themselves, low human capital stock and human capital investment were 
regarded as the main reason for poverty.  
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Schultz (1961) clearly pointed out that human capital is the main driver to promote 
national economic growth, and illustrated that the traditional concept of capital in 
economics is imperfect, unrealistic, and too narrow, as it only referred to physical capital. 
Accordingly, he re-defined the scope of capital, and stressed that capital should include 
physical capital and human capital: physical capital embodied in material products and 
human capital embodied in the knowledge, skills, health, and qualities of the workers. 
Human capital mainly included both quality and quantity of the worker, where quantity 
refers to the number of labor in the society, and quality refers to the worker's education, 
skills, health and labor proficiency etc. Additionally, Schultz found that the quality of the 
worker is more important to economic growth than the quantity of labor. Therefore, 
Schultz argued that the quality of the population and the investment in knowledge largely 
determine the future of humankind. He further stressed that the fundamental reason for 
the economic backwardness of poor countries is not the shortage of physical capital, but 
the lack of human capital and the over-neglect of human capital investment. Especially, 
Schultz pointed out that education investment is the key driver of the human capital 
formation. 
In contrast with Schultz, Sen (1981, 2001) emphasized the importance of capabilities 
and freedoms of the poor. Sen defined poverty in three aspects: “Exchange Entitlement 
Set” (the lack of basic needs of the poor), “Entitlement Set” (the vulnerability of the poor 
and lack of capacities and opportunities), and “E-mapping” (social environment, policy 
and other external factors). Based on the entitlement approach, Sen has further extended 
to argue that poverty is about the absence of five freedoms: political freedoms, economic 
facilities, social opportunities, transparency guarantees, and protective security (Sen, 
1999). The main conclusion of Sen’s work can be summarized into four aspects: (i) 
The Empirical Relationship between International Tourism Growth and Poverty Reduction 
50 
 
poverty is not only about the low level of income, but also about the deprivation of basic 
capabilities and opportunities; (ii) income and capacity are closely related; (iii) good 
education and health are not only conducive to improving the quality of life but also to 
enhancing the individual's capability to obtain more income and escape poverty; and (iv) 
deprivation of capabilities are the result of the lack of human capital, the imperfect social 
security system, social discrimination/exclusion, and disease. Therefore, Sen highlighted 
that poverty could be alleviated by social reconstruction and enhancement of individual 
capacity.  
Besides, poverty is not always negative. Gans (1972) illustrated the positive function 
of poverty, which suggested that poverty is a kind of social function to an extent. 
Everyone has differences in talent and effort. In order to improve social efficiency, 
talented people usually receive higher payment and play a more important role while 
those who are less talented would be less rewarded. Gans argued that the cause of poverty 
is that the poor are usually less talented, lazy, or reluctant to receive education and training. 
Thus, the poor can only engage in a number of insignificant social positions with low 
wages. On the other hand, poverty could contribute to maintaining and improving social 
efficiency. Since the poor are usually less talented or less trained, they could only play a 
less important position with lower wages. Therefore, poverty is due to lack of investment 
in education and health care. Vocational training of the poor would raise their human 
capital levels, and enable them to escape poverty. 
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2.4.4 Social Capital Perspective 
The term "social capital" was systematically described by Coleman (1988). The 
interpretation of social capital on poverty research is mainly reflected in the following 
three aspects:  
First, the amount of social resources affects the status of people in society. At the 
same time, social status controls the distribution of social resources. Each individual must 
be in a certain social relation, and belong to different social classes and social groups, 
while each class or group tends to seek more benefits for itself. Poverty is the result of 
competing for limited resources between each social group. Those who have a higher 
social status or are in the core of social relations tend to have more social resources and 
make the resources only sharing in their own groups, while the vulnerable groups are 
unable to obtain enough social resources to get out of poverty. In an unequal or imperfect 
social structure, the mutual influence of social status and social resources would have two 
consequences: social exclusion (upper-class groups exclude vulnerable groups) (Gallie, 
Paugam, & Jacobs, 2003); and the widening the gap between the rich and the poor, which 
makes it more difficult for the poor to obtain social recourses.  
Second, the externality of social capital is considered one of the differences between 
social capital and physical or human capital (Coleman, 1988). Positive externality can 
achieve information sharing, risk sharing, reduce transaction costs, and restrain 
opportunistic behavior (Collier & Puttnam, 2002) and can promote cooperation to 
compensate for some defects of the formal system (Fukuyama, 1995); it also can increase 
the cost of defaults, expand the scope of market transactions, and promote personal or 
household income growth (Robison & Siles, 1999). Mutual assistance among members 
of social networks makes social capital have a function of informal insurance. Higher 
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social capital refers to a higher degree of risk-sharing (Wolz, Fritzsch, & Reinsberg, 2006). 
In addition, the social network is one of the important ways for individuals to access 
resources. Based on a good social network, people can further increase opportunities for 
skill training, securing employment, and receiving education. However, the social 
network of the poor is small since their radius for daily activities is significantly limited. 
As a result, they have lost access to channels of information, except for family. Thus, the 
scarcity of social capital has deprived the ability of the poor to develop and change the 
state of poverty.  
Third, social capital has a strong influence on personal growth. The impact of social 
capital on poverty is mainly manifested in intergenerational transmission poverty culture 
from family. Once the culture of poverty is formed, it tends to be eternal (Lewis, 2017). 
The family plays an important role in shaping the culture of poverty, because the children 
born in poor families are usually greatly restricted in their educational opportunities. 
2.4.5 Ecological Environment Perspective  
Ecological poverty, a branch of poverty research that emerged in the 1980s, is 
usually used in the analysis of the relationship between poverty and ecology environment 
to explore the causes, assessment, mitigation, and measures of ecological poverty. The 
research objective always focuses on specific spatial contexts: ecologically overlapping 
areas, mountains, forested areas, rocky esterification areas, ecological degradation of 
rural areas, and other ecologically fragile areas. At present, the concept of "ecological 
poverty" is not explicitly put forward, but there are many similar concepts, such as 
"ecologically fragile poverty," "environmental poverty," and "environmental constraint 
poverty." Heger, Zens, and Bangalor (2018) demonstrated that there are coupling 
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relationships between the fragile areas and poverty. Ying (2007) argued that there is a 
two-way relationship between the environment and poverty. In the areas with poor 
ecological conditions, residents' income is usually very low, and heavily dependent on 
the environment and direct use of natural resources. The poor are forced to overuse 
environmental (natural) resources in order to survive, leading to the limitation of 
ecological carrying capacity being reached quickly. 
Another branch of environment-poverty research is climate change and poverty. 
Changes in the global climate and environment, especially the frequent occurrence of 
natural disasters, can cause direct damage to people’s basic living, production conditions, 
and infrastructure. It is always accompanied by serious repercussions for post-disaster 
reconstruction and resilience of natural environment and infrastructure. 
Based on the above analysis, the main causes of poverty could be summarized as the 
consequence of lack of human resources, economic growth, social system, population 
size, or the way to use natural resources. The findings from a literature review of poverty 
causes suggest that poverty is a multidimensional phenomenon. It is not only a social 
problem but also a problem of the poor themselves, such as the willingness to improve 
the health condition, education, skill, and the ability to adapt to the social change of the 
poor themselves. Therefore, tourism may have the potential to alleviate poverty but may 
have difficulty in eliminating poverty.  
In sum, Part A of Chapter 2 provides an overview of poverty concepts, poverty 
measurements, poverty lines setting, and the causes of poverty. Further, it presents a 
discussion and comparisons of each poverty definition and indices, which provides 
detailed information about their limitations and advantages for future anti-poverty 
research.
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2.5 Definition and Measurement of Tourism 
UNWTO defines as follows: "Tourism comprises the activities of persons travelling 
to and staying in places outside their usual environment for not more than one consecutive 
year for leisure, business and other purposes." However, there is no consensus on the 
definition of tourism. Nearly every institution defines "Tourism" differently. However, in 
order to analyze the impact of tourism development, it is essential to define and measure 
the composition of the tourism industry accurately. Industry economics generally divide 
industry from the supply point of view. Specifically, if some business community 
produces a relatively homogeneous product with the same or similar technology and the 
amount of output reaches a certain level, then this can be regarded as an industry. Tourism 
activity is complex, which makes it difficult to divide tourism as an industry from the 
supply side, and a complete and clear industrial concept cannot be formed. For example, 
transportation and catering not only belong to tourism but also can be grouped into other 
industry categories. Further, with the evolvement of tourism, the new emerging tourism 
format such as space tourism has also greatly broadened the boundaries of tourism (Smith, 
2014). Because of the unclear boundaries of tourism, using a simple fixed frame from the 
supply side to measure tourism scale is difficult, and judging from the demand side is a 
more common method to determine whether an industrial factor belongs to the tourism 
industry. In general, national or regional tourism income is used to measure the scale of 
tourism, which can be divided into inbound tourism income and domestic tourism income. 
Although domestic tourism income comprised the largest percentage of total tourism 
revenue in most countries, since each country has different statistical methods and 
exchange rates, the application of domestic tourism data for research may result in an 
The Empirical Relationship between International Tourism Growth and Poverty Reduction 
55 
 
error. Thus, the number of inbound tourists or inbound tourism income is usually adopted 
as a proxy for tourism (Schubert, Brida, & Risso, 2011). Therefore, this research employs 
the demand point of view and uses international tourism receipts and arrivals to express 
tourism scale variable from the World Bank. Moreover, because tourism data is only 
available from 1995, the sample period of this study begins in 1995. 
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2.6 Historical Changes of Anti-Poverty Tourism Development  
In the past decade, poverty alleviation has been established as a major priority in 
tourism development for the United Nations World Tourism Organization (UNWTO). 
The in-depth development of anti-poverty tourism is a consequence of an international 
tourism trend converged on LDCs and a shift of global development policy from 
economic diversification to poverty alleviation (Holden, 2013). According to historical 
timelines, Scheyvens (2007, 2011) proposed four conceptual approaches for clarifying 
the debate between tourism development and poverty in the view of history: the liberal, 
critical, alternative, and post development approach.  
At the very beginning, the liberal approach links tourism to economic benefit and 
eliminates poverty naturally. The concept of Pro-poor tourism (PPT) was proposed in 
1998. It suggested that a drastic reduction of poverty is possible as a result of free market 
activities. After that, the UNWTO launched the Sustainable Tourism-Elimination of 
Poverty (ST-EP) in 2002, which linked with the UN Millennium Development Goals (UN 
MDGs) and UN Sustainable Development Goals (UN SDGs) by reducing poverty and 
inequalities through the power of tourism. Comparing with PPT, it elaborated the target 
of this initiative, which is the world’s poorest countries, and especially focused on those 
people living on less than a dollar a day. Also, many empirical studies in LDCs suggested 
that tourism-led growth (TLG) is indeed an effective strategy, a strong positive correlation 
between tourism and poverty reduction having been found in Greece (Dritsakis, 2004), 
Mauritius (Durbarry, 2004), Indonesia (Sugiyarto, Blake, & Sinclair, 2003), South Africa 
(Akinboade & Braimoh, 2010), and other developing counties (Eugenio-Martin, Martin-
Morales, & Sinclair, 2008). 
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After the “honeymoon period”, a number of critics highlighted the costs of tourism 
development in LDCs in terms of cultural change and damage to traditions (e.g., 
Aramberri, 2001; Mansperger, 1995), natural environment damage (e.g., Gohar & 
Kondolf, 2016; Sroypetch, Carr, & Duncan, 2016), and the increasing price in the local 
market (e.g., Alegre & Sard, 2015; Vanhove, 1997). Furthermore, the TLG hypothesis 
can be questioned in some countries such as South Korea (e.g., Kim, Park, Lee, & Jang, 
2012; Oh, 2005) and Turkey (Katircioglu, 2009). In order to prevent negative effects, 
alternative approaches attempt to create more direct benefits to the poor, such as the 
development of community-based tourism (CBT), which is eager to set a direct link 
between tourists and the poor people, highlighting awareness raising, transformative 
learning processes (Reid, 2003), and social capital (Woolcock, 2002). However, 
community-based tourism also faces the criticism that it mainly fits the interests of NGOs 
rather than local communities, does not always provide appropriate tourism facilities for 
generating income, and is heavily dependent on donor funding ( Scheyvens & Russell, 
2013; Ruiz-Ballesteros & Hernández-Ramírez, 2010).   
Under the historical views in terms of strong criticism of mass tourism and 
traditional tourism development, anti-poverty tourism has been established for advocating 
all forms of tourism that provide more benefits to the poorest, not only including monetary 
gains but also education and sanitation. In post development approach, poverty reduction 
has become an important issue on the tourism agenda, and the nexus of tourism and 
poverty has been the subject of great interest to governments, non-governmental 
organizations, and international organizations (Vanegas, Gartner, Senauer, et al., 2015) 
with the aim of enhancing the positive impacts of tourism development, and emphasizing 
the voice and needs of the poor (Ashley & Maxwell, 2001).  
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The aim of this study is to analyze the empirical relationship between tourism 
growth and poverty reduction from the macro and monetary bases. Thus, this research 
adopts the concept of anti-poverty tourism, which refers to all forms of tourism that could 
provide benefits to the poor.  
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2.7 Features of Tourism Development 
Recently, the tourism sector in most developing countries is experiencing continued 
growth characterized by the increasing number of tourists or receipts, but whether this 
state is dynamic balanced has been called into question. Because tourism development is 
highly sensitive to the external environment, any unexpected event may cause a great 
pressure on tourism development. Usually enhancing the tourism scale has been regarded 
as the key point of tourism development. However, the inherent motivation, which 
decides the distribution of tourism industry and determines the overall development 
characteristics of tourism, is still unclear.  
2.7.1 Features of Unbalanced Development 
Tourism development has the very obvious characteristic of unbalanced regional 
development since the existing differences in the distribution of tourism resources. 
Tourism, as a part of the regional economic system, also accords with the unbalanced 
development theories which emphasized that economic growth does not occur at the same 
time in every place, which means economic growth usually revolves around the initial 
starting point. According to the Kuznets curve (Kuznets, 1955), the economic inequality 
theory suggests that as an economy develops, inequality first increases and then decreases, 
following an inverted U shape. Thus, regional inequality is an inevitable companion of 
economic growth and a prerequisite for economic development. In tourism studies, Kim, 
Song, and Pyun (2016) proved that an income threshold exists, which suggests that only 
the country with GDP per capita less than international $3,400 can really benefit from 
tourism growth. 
The Empirical Relationship between International Tourism Growth and Poverty Reduction 
60 
 
2.7.2 Endogenous Growth and Tourism Development 
The core idea of endogenous growth is that the economy can achieve sustained 
growth without relying on external forces. In contrast with the neoclassical model, which 
considers the technological progress to be exogenous, the endogenous growth theory 
treats technological advance as endogenous.  
In the theory of exogenous economic growth, Solow (1956) proposed an economic 
growth model which emphasized technological advances. He distinguished two different 
sources of economic growth: the "growth effect", which is a result of increasing the 
number of factors; and the "level effect", which emphasized that technological advances 
could lead to economic growth. More specifically, technological progress can move up 
the production function without increasing input of factors. The theory of exogenous 
economic growth illustrated that economic growth is promoted by unforeseen, accidental, 
and exogenous technical progress. Without exogenous technological progress, the 
economy would converge to steady states, which refers to no growth. 
The theory of endogenous growth holds that human capital is formed in the process 
of labor investment, which contains formal education, training, and learning etc.; 
technical progress is formed in the process of material capital accumulation, which 
contains the activities of research, invention, and innovation etc. Therefore, technological 
advance is endogenous and could lead the economy to achieve sustained growth. In sum, 
whether an industry can achieve long sustained growth largely depends upon its quality 
and efficiency (technological advance) through development. Likewise, it is not difficult 
to understand that the level effect could be achieved by increasing quality and improving 
management efficiency of tourism development, although tourism is a labor-intensive 
industry. Therefore, enhancing the technological advance of tourism development has a 
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more far-reaching impact on economic growth and poverty alleviation because of the 
increasingly blurred tourism boundaries. 
Lanza & Pigliaru (2000) applied the Lucas two-sector endogenous growth model to 
tourism research, which suggested that what matters is a country’s relative endowment of 
natural resources, rather than its absolute size. According to Algieri (2006), tourism 
specialization could promote economic growth if the technological progress of the 
manufacturing sector is faster than the tourism sector. Specifically, this result can be valid 
only under the condition that the substitution elasticity between manufacturing products 
and tourism product is less than 1. In other words, this result only could be found when 
two kinds of products do not have a close substitution relation. So far, the concept of 
tourism specialization has been conducted in the TLG hypothesis, while its adoption and 
implication has been neglected in anti-poverty tourism studies.  
With the increasingly blurred boundaries, it is unreasonable to judge the tourism 
industry only based on its absolute scale and output value. For example, in a highly 
tourism-based economy with abundant natural resources, the "resource curse" 
phenomenon may appear easily and cause shrinking of manufacturing sector. The 
resource curse phenomenon refers to the paradox that countries with an abundance of 
natural resources tend to have less economic growth, less democracy, and worse 
development outcomes than countries with fewer natural resources. Similarly, difficulties 
in optimizing the economic structure may occur in an area which highly relies on the 
manufacturing industry and neglects the service industry. A relatively reasonable 
structure should be the complementary development of the tourism industry and the other 
sectors. Thus, the value and function of tourism development need to be constructed in a 
more comprehensive way to clarify its position in the national economy. 
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2.7.3 Tourism Specialization  
The degree of tourism specialization refers to the proportion of tourism in one 
country's economy, and also can be used to represent the degree of dependence on the 
tourism industry of a region. In general, there are two indicators which indicate tourism 
specialization: (i) the inbound tourism income as a percentage of GDP, and (ii) the 
proportion of inbound tourism revenue to export value. Normally, indicator (i), the 
inbound tourism income as a percentage of GDP, is used widely in academic research. 
Thus, this paper also uses indicator (i) to express tourism specialization, which is 
calculated by the annual statistics data from the World Tourism Organization. At present, 
there is neither an academic nor practical accurate conclusion. There is no specific 
standard of tourism specialization degree to judge whether a country falls under a tourism-
dependent country. Nevertheless, the degree of tourism specialization has been 
recognized by many scholars as an important factor influencing the role of tourism 
development in economic growth. It should be noticed that tourism specialization here is 
not equivalent to the technological progress of tourism. In the current empirical tourism 
research, tourism specialization refers to tourism income as a ratio of GDP, which 
represents the national economic structure rather than the technological progress of 
tourism. 
2.7.4 Externality 
Industrial structure optimization is a major trend in the world economy today. The 
positive externalities in the process of tourism industry optimization have become an 
important potential for the development of tourism. An externality is a consequence of an 
economic activity experienced by unrelated third parties, which can be either positive or 
The Empirical Relationship between International Tourism Growth and Poverty Reduction 
63 
 
negative. The positive externalities of tourism industry development include not only 
labor market and local marketing sharing, but also the cooperation with other industries. 
Endogenous growth theory argued that technology is a production factor equivalent to 
capital, which is endogenous and able to generate a technology spillover effect. For 
tourism development, specializing (monopoly) or diversifying (competition) the industry 
structure is one of the key issues for improving the quality of the tourism industry.  
The Marshall Arrow Romer (MAR) externality suggested that local monopoly is 
better for growth than the local competition by concerning knowledge spillovers between 
firms in an industry. This is because local monopoly restricts the flow of ideas to others 
and thereby allows externalities to be internalized by the innovator (Arrow, 1962; 
Marshall, 1890; Romer, 1986). Unlike MAR, Jacobs (1969) argued that the most 
important knowledge transfers from outside of the core industry, which indicated that the 
variety and diversity of geographically proximate industries promote innovation and 
growth rather than geographical specialization. In simple terms, MAR externality 
illustrated that strengthening monopolies is more conducive to innovation while Jacobs 
insisted that competition is more conducive to innovation. Meanwhile, (Porter, 1991) 
argued that knowledge spillovers in specialized geographically concentrated industries 
stimulate growth, which means that local competition, as opposed to local monopoly, 
fosters the pursuit and rapid adoption of knowledge spillover.  
Nevertheless, scholars have not given a unified conclusion of which externality 
theory is more conducive to improving the tourism industry development, and there are 
only few researchers who have analyzed the externality among internal industries. 
Furthermore, the research perspective of externality has been neglected in anti-poverty 
research.   
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2.8 Tourism Linkage and Leakage on Poverty Alleviation 
2.8.1 Tourism Linkage Effect on Poverty Alleviation  
In a comprehensive historical review of the link between tourism and poverty, 
Mitchell and Ashley (2009) pointed out three key pathways for the poor to benefit from 
tourism activity: (1) Direct effects, which refer to labor income and other forms of 
earnings from both tourism sectors and non-tourism sectors directly; (2) Secondary 
effects, which refer to indirect earnings from non-tourism sectors such as tourism workers 
who spend their earnings within the local economy (specifically, according to the 
multiplier effect of tourism, tourism development not only creates jobs in the tertiary 
sector but also encourages growth in the primary and secondary sectors of industry; and 
(3) Dynamic effects, which cover the long-term changes in the macro-economy and the 
local economy at the destination.  
Usually, the direct contribution of tourism to GDP refers to total tourism spending 
(residents and non-residents), which includes the leisure, business travel, and direct 
government spending on tourism services, such as museums, and national parks. The 
statistics of the United Nations travel satellite account include only direct effects on 
economy, while the World Travel and Tourism Council (WTCC) considers that the total 
contribution of tourism is much larger than its direct effect. Thus, the total contribution 
of indirect effect and induced effects are reported in its annual statistics (WTCC, 2015). 
WTCC (2015) explained that the total contribution of tourism includes the indirect and 
induced impacts on the economy. The indirect effect includes (i) GDP and job 
opportunities arising from tourism investment and consumption, which include both 
current and future investment activities, such as the purchase of new aircraft and the 
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construction of new hotels; (ii) government expenditure, which includes supporting the 
tourism marketing, aviation management, safety and health services; and (iii) increasing 
goods and services consumption, which directly relate with tourists, such as hotel food, 
cleaning services, airline fuel, and catering services. The ‘induced’ contribution measures 
the GDP and job opportunities generated by the consumption of employees, who are 
employed directly or indirectly in tourism. 
Another famous theoretical foundation is the trickle-down theory, which suggests 
that poverty alleviation is the natural outcome of economic growth (Ashley, Boyd, & 
Goodwin, 2000). This has been widely applied in the tourism-led growth (TLG) 
hypothesis. The TLG hypothesis emphasized that tourism development can create jobs, 
income, and a positive balance of payments and poverty alleviation is considered to be a 
sub-goal of economic growth (Ashley et al., 2000). Keynes's multiplier effect is the main 
theoretical foundation of the TLG hypothesis (Archer, 1977). It explained that tourism as 
an exogenous factor expanded the overall economic demand and has a positive impact on 
economy earnings and employment through the multiplier effect. Further, the radiation 
effect theory of industrial economics also explained that when one-industry changes, the 
impact of this change will inevitably transfer to other industries and may cause 
corresponding changes in the industrial structure due to the mutual relationship between 
each industry. It describes the factor flows in different industries, which may lead to the 
various corresponding changes in industrial structures. More specifically, the tourism 
industry (e.g. travel agencies, accommodation) is inextricably tied to other industries, 
such as transportation, information technology, finance, insurance, etc. As a result of the 
growth of the tourism industry, an increasing proportion of the third industry in the 
tourism destination would be supported by the centralized development of other 
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industries; at the same time, new developing opportunities also could be generated by the 
appearance of new tourism form, such as agricultural tourism. 
In addition, tourism has the potential to reorganize and optimize the hierarchical 
structure of regional industries. Rapid tourism development may bring great pressure to 
public infrastructure, accommodation, and catering industry if it is assumed that tourism 
has become a new growth point of regional economy and a large number of tourists have 
increased in the short term. In order to balance these contradictions, it is necessary to 
divert a part of tourists to surrounding cities. Further, the rapid development of the 
transportation industry makes it possible to live and travel across cities. Therefore, these 
interactions among different industries and regions have the potential to maximize the 
utility. As a result, poor people may gain benefits from this procedure. 
2.8.2 Tourism Leakage Effect on Poverty Alleviation  
At the same time, there are also significant drawbacks with tourism linkage. To get 
a true picture of tourism’s impacts, both the positive and the negative sides must be 
considered. For tourism leakage, there is no standardized definition. In general, it is 
concerned with the failure of tourist spending to remain in the destination economy, 
which emphasizes the economic perspective. It specifically refers to the portion which 
leaks into imports and pays foreign factors of production (Lejarraja & Walkenhorst, 2007), 
the part of the foreign exchange earnings generated by tourism, but does not reach or 
remain in tourist-receiving countries (UNCTAD, 2010). However, in anti-poverty 
research, there is no corresponding definition of tourism leakage. In this paper, tourism 
leakage also refers to the unequal income distribution and the failure of the benefits 
derived from tourism to benefit the poor. According to the limited number of anti-poverty 
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literature, the following part summarized the common criticism on the leakage effect of 
anti-poverty tourism. 
In a broad perspective, that a great proportion of tourist revenue leaks to foreign 
investors and countries is the main criticism on tourism (Page, Steele, & Connell, 2006; 
Sandbrook, 2010; Telfer & Wall, 2000). If tourism development involves a high level of 
foreign direct investment and external control, local communities may lose their power 
on decision and benefit sharing (Regina Scheyvens, 1999; Tosun, 2000), which may also 
be regarded as a type of neocolonial domination (Page et al., 2006; Wall & Mathieson, 
2006). Further, because tourism is highly vulnerable to external shocks (e.g. terrorist 
attack, disaster, epidemic), high economic dependency on tourism is criticized as an 
unstable growth path (Dwyer, 2005; Page et al., 2006). 
For the real anti-poverty activities, PPT is also a frequently criticized aspect in the 
context of favoring the business interests, overlooking the impact of trickle-down theory, 
and overestimating the growth of tourism. Gascón (2015) further addressed that the 
concept of PPT circumvents the part of the unequal distribution of income, which could 
hinder the poor improve their livelihood. ST-EP has been questioned its overall 
effectiveness, as LDCs might not benefit much from tourism due to the lack of inbound 
tourist in the first place (WTO, 2004). Although CBT overcomes part of the shortcomings 
of PPT, it faces the same problem as ST-EP such as lack of tourism attractions and 
facilities for generating income, and heavy dependency on the donor funding ( Scheyvens 
& Russell, 2013). 
In recently qualitative researches, two kinds of conflict are identified. One is the 
conflict among community members. in the case of Sapa (Vietnam), although most 
people agree that tourism is a contributor to poverty alleviation, the non-poor and tour 
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operators enjoy the most benefit from the tourism sector, which is caused by the unequal 
income distribution (Truong, Hall, & Garry, 2014). Another is the conflict between 
tourism institutions and the poor. Truong (2017) interviewed the perspectives and 
experiences of street vendors in Hanoi with respect to tourism and poverty alleviation. 
The result showed that the most critical obstacle is the government’s ban on street vending 
since street vending usually is regarded as a problem affecting the image of tourist cities, 
which leads to reduced incomes of the poor and increased conflicts. 
Besides of these two conflicts, the main conclusion of the recently qualitative 
researches has pointed out that to achieve the goal of alleviating poverty, other livelihoods 
approaches besides tourism are needed (Chirenje, Chitotombe, Gukurume, Chazovachii, 
& Chitongo, 2013; Truong et al., 2014). The evidence from Kibale National Park (western 
Uganda) showed that households welfare and income from tourism is less than the 
alternative off-farm income activities, but still enables households to strengthen 
livelihood strategies (Adiyia, Vanneste, & Van Rompaey, 2017). Chirenje et al., (2013) 
examines the impact of tourism leakages on the local economies in Nyanga District in 
Zimbabwe. According to the questionnaires and in-depth interviews, they concluded that 
it is necessary to incorporate with other livelihood options, train local communities, and 
increase local participation to reduce the leakage. 
In sum, Lejárraga & Walkenhorst (2010) identified that the common concept that 
countries should seek to maximize tourism linkages and minimize the leakages is 
fundamentally flawed. They suggest that an overemphasized tourism linkage can lead the 
tourism sector to fully submerge into the general economy, which reduces the benefits 
from clustering and scale economies. Similarly, a self-sufficient tourism economy with 
minimized leakages will have difficulty benefitting from free trade and lose the 
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comparative advantage. The government’s policy should focus on a more intensive 
linkage between the tourism sector and the general economy when the economic 
multiplier effect can lead the resource shifts into more productive activities into the 
general economy. 
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2.9 Empirical Relationship between Tourism Growth and Poverty 
Reduction 
The expectation of the indirect effect of tourism on poverty alleviation first came 
from the tourism-led growth (TLG) hypothesis. The TLG hypothesis emphasized that 
tourism development can create jobs, incomes, and lead to a positive balance of payments. 
As a result, poverty can ultimately be alleviated by economic growth automatically 
(Ashley et al., 2000). However, Kakwani and Pernia (2000) commented that the trickle-
down theory is highly reliant on the premise of a vertical income flow from the rich to 
the poor that happens of its own accord. It indicated that because the status of the poor 
being at the bottom of the food chain, the benefits trickling down to the poor are very 
limited. 
Croes and Vanegas (2008) discussed the tourism-poverty relationship with a 
different perspective based on the traditional trade-growth theory. In order to ascertain 
the distributional effects on the allocation of tourism development, they expanded the 
TLG theory by adding a poverty variable to the TLG estimate equation. Their finding 
indicated that tourism growth gave rise to economic expansion and poverty reduction in 
Nicaragua. Saayman, Rossouw, and Krugell (2012) showed that when tourism increases 
in South Africa, the real GDP increases at a macro level by using AGE model, which 
implied that the impact on poverty alleviation would be greater when tourist numbers or 
receipts increase. 
Since 2013, the majority of the literature on the tourism and poverty relationship has 
notably been categorized into two types: empirical researches and case study based 
researches with the qualitative method. More than 100 relevant articles are found on 
Elsevier’s Scopus and Google Scholar, the renowned electronic databases, which are 
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considered the world’s largest abstract and citation databases of peer-reviewed literature 
and quality web sources. However, upon confirming, only 30 articles are linked with anti-
poverty research. The basic search criteria were established as (i) articles and reviews; (ii) 
the words used in search were “tourism” and “poverty alleviation,” and they were 
required to be in the title; (iii) the year of publication had to be from 2013 to 2017; and 
(iv) the area of research selected was social science or human science. Among the 30 
relevant articles in total, most were qualitative studies and only 8 articles (Banerjee, 
Cicowiez, & Gachot, 2015; Croes, 2014; Croes & Rivera, 2017; Ion, Irina-Cecilia, 
Chirtoc, & Bușan, 2016; Mahadevan, Amir, & Nugroho, 2017; Muchapondwa & Stage, 
2013; Suardana & Sudiarta, 2017; Vanegas, Gartner, Senauer, et al., 2015) were 
researched with the quantitative methods. All empirical studies were focused on case 
studies of specific regions, thus lacking the comprehensive understanding of the nexus of 
tourism and poverty. 
One major conclusion that could be drawn from the empirical researches above is 
that tourism contributes positively to poverty alleviation. Croes (2014) and Vanegas, 
Gartner, and Senauer (2015) assessed the effect of tourism growth on absolute poverty in 
Nicaragua and Costa Rica. Croes (2014) found a unidirectional Granger Causality effect 
from tourism and poverty reduction by adopting an error correction model. More 
specifically, the results also manifested that this positive effect presents crucial 
importance for the poor at the lower levels of economic development. Vanegas, Gartner, 
and Senauer (2015) examined the existence of a long-run relationship between absolute 
poverty alleviation and agricultural, manufacturing and tourism development by using 
the co-integration test. Their results verified the fact that tourism growth has a greater 
contribution to poverty reduction than agriculture for both countries. Similarly, the 
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positive impact that tourism growth can engender on poverty alleviation is also proved in 
Romania (Ion, Irina-Cecilia, Chirtoc, & Bușan, 2016), Tulamben, Candidasa, 
Karangasem district (Suardana & Sudiarta, 2017), and Ecuador (Croes & Rivera, 2017), 
and is confirmed in a linear regression model, quantitative descriptive analysis, and a 
social accounting matrix model, respectively. 
However, the opposite empirical experience also exists. Adiyia et al., (2017) 
discussed that empirical evidence fails to substantiate the poverty alleviating impact of 
tourism in Sub-Saharan Africa. The study of the actual income composition of different 
types of rural livelihood strategies by means of cluster analysis and the comparison of the 
financial impact of tourism employment with alternative off-farm income activities, 
which indicated that tourism employment generated lower incomes than alternative off-
farm activities. Moreover, Mahadevan et al. (2017) estimated Indonesia’s domestic and 
foreign tourism, poverty alleviation, and income inequality by using a dynamic CGE 
model. Their results demonstrated a tendency of an increase in income inequality in both 
rural and urban regions in Indonesia, in spite of the significant contribution of tourism 
growth on poverty alleviation. Muchapondwa and Stage (2013) collected the data from 
tourism satellite accounts (TSAs) and estimated the economic impacts of tourism in 
Botswana, Namibia, and South Africa by using social accounting matrices. They 
concluded that the leakage of money out of the country was relatively low, while 87.17% 
of international tourism revenue went into the possession of the service providers which 
are not owned by the local people. Thus, they suggested that tourism development should 
be devoted to enhancing local community participation by means of improving the 
sustainable linkages of ecotourism with the other livelihood options and training local 
communities with imperative knowledge and skills. 
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In sum, the research perspective, the relationship between tourism development and 
poverty alleviation is an emerging new research topic. The TLG hypothesis has always 
been a hot issue in tourism research, and the traditional trickle-down theory has always 
considered that economic development will naturally reduce the poverty rate. Thus, 
poverty has not been considered as a separate issue in tourism research until the potential 
poverty alleviation effect of tourism growth attracted the attention of government officers, 
researchers and NGOs in recent years. Poverty reduction, we now realize, will not happen 
simply if the economy is growing. The current research on the relationship between 
tourism and poverty is mainly based on qualitative analysis. Only few studies are written 
with quantitative methods, and the construction of theory relies on the TLG hypothesis, 
which is relatively simple and insufficient.  
The following part discusses the existing literature from the perspective of research 
objects, research contents, and research methods to find the problems and insufficiencies 
in current literature, which could be a guide for future empirical research on the impacts 
of tourism on poverty.  
(1) Research Objects 
The research object is mainly based on a case study with a single country, and low-
income countries and developing countries such as Nicaragua, South Korea, Turkey have 
particularly attracted much attention. The main criticisms faced by the literature on 
tourism-poverty link studies are, first, the lack of global understanding. The evidence 
from country-specific studies showed that the poverty alleviation impact of tourism does 
not always receive unanimous support. Further, none of literature divides national or 
regional groups with geographical features. As Winters, Corral, and Mora (2013) argued, 
despite recent few empirical studies, it is difficult to confirm the effect of tourism 
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development on poverty alleviation since there are only a handful case studies on the 
macro-level. Second, the issue of poverty in developed countries has been neglected. 
None of literature researched the poverty alleviation effect of tourism in developed 
countries. The economic and infrastructure condition of high-income countries may be 
better than developing regions while the condition of the poor is same. The research 
problem, such as whether tourism also can be used as a tool to alleviate poverty in rich 
regions as the same as in low-income areas, needs to be further analyzed. 
Vanegas, Gartner, and Senauer (2015) considered the impact of agricultural, 
manufacturing and tourism development on extreme poverty reduction in Costa Rica and 
Nicaragua. The result showed that for both countries, tourism development is negatively 
related to indigence, and a higher poverty reduction effect is found from tourism rather 
than agriculture. The positive correlation between tourism development and poverty 
alleviation also has been found in Central American countries such as Nicaragua and 
Costa Rica (e.g., Croes, 2014; Croes & Vanegas, 2008; Vanegas, Gartner, & Senauer, 
2015).  
(2) Research Methods  
Qualitative research has dominated anti-poverty tourism literature, and only a few 
studies conducted qualitative methods. The main methodologies applied in empirical 
studies are the Social Accounting Matrices (Muchapondwa & Stage, 2013), Granger 
Causality tests (Croes, 2014), Co-integration test (Vanegas, Gartner, & Senauer, 2015), 
simple Linear Regression model (Ion et al., 2016), and Dynamic CGE model (Mahadevan 
et al., 2017), which are relatively more simple than other tourism research topics. More 
methods need to be used in anti-poverty research. With the development of the theory of 
econometrics, more computational methods can be applied to the field of anti-poverty 
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tourism. Saayman et al. (2012) asserted the importance of methodological development 
to the study of tourism and poverty alleviation, and applying multiple methods can 
provide more evidence for countries to formulate tourism development strategies. Besides, 
the sample period is short and the sample size is small, which may affect the accuracy 
and credibility of the conclusion. 
(3) Research Contents 
The theoretical basis of whether tourism can significantly reduce poverty mainly 
includes the multiplier effect and the TLG hypothesis, which lack a more theoretical basis. 
The specific research contents focus on the impact of inbound tourism receipts on poverty 
alleviation while the heterogeneity of tourism has not been analyzed further. No research 
considers the heterogeneous effect of tourism on poverty alleviation.  
Even though many studies stress that tourism could reduce regional poverty levels, 
most focus only on case studies and neglect a global understanding, which makes it 
difficult to understand the overall tourism-poverty link. Discussing whether the 
characteristics of different regions, such as population size, economic level, policy-
making, and the evolution of tourism development, have an impact on the tourism-
poverty nexus will provide a new perspective and more empirical evidence for the 
development of anti-poverty tourism research. 
From the perspective of the definition of tourism, as a labor-intensive rather than a 
technology-intensive industry, tourism is essentially unrelated to the theory of 
endogenous growth which regards technological progress, knowledge spillovers, and 
externalities as the main driving force of economic growth. However, more poor people 
may benefit from tourism development because of its relatively low entry barriers. Thus, 
in terms of poverty alleviation, the increasing the scale of the tourism sector and an 
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increasing degree of tourism specialization level may compensate the tourism’s lack of 
technological progress and knowledge accumulation, while this may continuously 
improve the threshold to reduce the benefits of the poor. Thus, analyzing the effect of 
tourism growth on poverty alleviation in terms of tourism specialization is critically 
important to policy-making. 
From the perspective of the definition of poverty, all previous studies considered 
poverty as a whole. However, poverty greatly differs in nature and characteristics. 
Regarding all developing countries as a whole group may result in bias. So far, the 
definition of poverty and the demarcation of boundaries are basically limited to 
theoretical discussions. Only a few studies have discussed the relationship between 
tourism development and poverty reduction. Analyzing the effect of tourism growth on 
poverty alleviation from the perspective of different poverty level within panel quantile 
regression will make a big leap forward in the research content and method.  
In sum, the literature review indicated that tourism development has the potential to 
reduce poverty levels, but the poverty alleviation impact of tourism does not always 
receive unanimous support. Further, a number of limitations are also identified in terms 
of research objects, research methods, and research contents. In order to cover the 
insufficiencies of previous studies, this paper conducts multiple methods and focuses on 
the perspective of macroeconomic (66 developing countries) to find the relationship 
between tourism growth and poverty alleviation. 
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2.10 Summary  
The second chapter is mainly composed of two parts: poverty overview and tourism 
overview. Through reviewing related concepts of poverty and tourism, the research scope 
and direction of this study are clarified. According to the research background and 
purpose, the scope of the study is as follows: 
1. Through reviewing the concept of poverty and the poverty line, this study adopts 
the concept of absolute poverty and the corresponding international poverty line 
of $1.9 a day as the research background. This research focuses on a global 
perspective which aims at clarifying the empirical relationship between tourism 
growth and poverty reduction in 66 developing countries. Because the concepts 
of relative poverty and multi-dimensional poverty vary greatly from country to 
country, they are not suited for the research objective. Therefore, this 
dissertation adopts the concept of absolute poverty as the research background. 
2. Through the comparative analysis of the poverty index and the consideration of 
the data accessibility and limitation of each poverty index, this research uses the 
poverty headcount ratio and the poverty gap to measure poverty.  
3. Through the analysis of the causes of poverty, poverty refers not only to the lack 
of money but also refers to non-monetary aspects. Therefore, in addition to 
empirical analysis, this study also conducts a case study to fully understand the 
relationship between poverty reduction and tourism growth. The specific 
research design will be explained in Chapter 3. 
4. Based on reviewing tourism concepts and tourism variables, this paper uses 
international tourism income and international tourists as the tourism variables. 
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5. Through an overview of the historical changes of anti-poverty tourism, this 
paper adopts the concept of anti-poverty tourism, which refers to all forms of 
tourism that have an impact on poverty.  
6. Through combining the literature on tourism growth and poverty alleviation 
research so far, the shortcomings and problems in the current research are 
clarified. Further, the research questions of this study are established, which will 
be explained in Chapter 3. 
 
 















  CHAPTER 3: RESEARCH FRAMEWORK, 
HYPOTHESIS, AND METHODOLOGY 
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This chapter first introduces a research framework of anti-poverty tourism, which 
highlights that poverty is a multi-dimensional issue. It is necessary to conduct both 
quantitative and qualitative analysis to capture the features of poverty. Second, this 
chapter discusses the empirical research hypothesis from a completely new perspective. 
Finally, the research design and methods of this research are explained. In order to obtain 
a robust and original research conclusion, this research uses the following methods. 
Integrated Application of Theoretical Analysis and Empirical Analysis 
Theoretical analysis provides the theoretical basis and framework for the research, 
while empirical analysis is used to verify the theoretical point of view. In the process of 
research, this research first conducts a literature review, which is helpful to comb the logic 
of tourism-led poverty reduction and construct the theoretical framework to design the 
empirical research structure. Further, this research quantitatively analyzes the effect of 
tourism growth on poverty reduction in developing countries and tests this impact from 
different angles.  
Integrated Application of Econometric Methods  
The econometric method is used to make numerical estimates of the relationships 
between economic variables. It first presents the economic theory as a measurable 
mathematical model, the econometric model, and then makes the mathematical model 
numerical. Metrology can combine theory and observation data to give the theory 
empirical experiences. In addition, this method includes the influence of stochastic factors 
into the analysis, and the conclusion is drawn in probabilistic. This research empirically 
tests the effect of tourism growth on poverty reduction based on the needs of research 
objectives and the characteristics of measurement techniques. The econometric methods 
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that are used in this research include the unit root test, cointegration test, and two-stage 
least squares test and so on. In addition, for the first time, the panel quantile regression 
model is adopted into the topic of anti-poverty tourism to capture the heterogeneity of 
tourism-poverty nexus. Comparative analysis is adapted to compare tourism-poverty 
nexus in terms of in different regions, different tourism variables, and different poverty 
levels. This research adopts the comparative analysis to analyze the conclusions based on 
comparing similar or dissimilar features of the research objects, which provides a factual 
basis for further determining the strategy of poverty alleviation. 
Integrated Application of Field Study  
Field research or fieldwork is the collection of information outside a laboratory, 
library or workplace setting. It can be used to clarify the real situations of the poor by 
visiting impoverished areas and conducting field research, interviewing and observing 
people in their natural environments and social structures. This research adopts a field 
study in Nepal to confirm the empirical results, and to figure out the problem that occurred 
in anti-poverty activities.   
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3.1 Framework for Anti-Poverty Tourism 
Given the consistent growth and low entry barriers, poverty alleviation has been 
placed in an important position in the tourism agenda. The World Bank, Asian 
Development Bank, New Zealand government agency, Netherlands Development 
Organization, etc., all funded tourism projects that are regarded as a means of generating 
economic development and poverty alleviation in the developing regions.  
However, according to a literature review, the rapid growth of the tourism sector is 
no guarantee that the poverty ratio would be reduced accordingly. In addition, Mitchell & 
Ashley (2009) illustrated that the Millennium Development Goals (MDGs) were partly 
realized in Asia with buoyant growth by alleviating poverty and partly unrealized in 
numerous social welfare-oriented development programs. The ineffectiveness of tourism 
in terms of poverty alleviation is also observed in Indonesia (Mahadevan, Amir, & 
Nugroho, 2017), Botswana, Namibia, and South Africa (Muchapondwa & Stage, 2013), 
etc., though tourism has been proven by most empirical researches to have a positive 
effect on poverty alleviation. The inconsistent conclusion and growing debate among 
researchers may be due to the following four reasons. 
First, there are different understandings of the definition of poverty. The definition 
of poverty is very vague. In the past hundred years, the concept of poverty has been 
discussed thoroughly from a diverse perspective (Bane & Ellwood, 1983; Holden, 2013; 
Rowntree, 1901; Sen, 1981; H. H. Silver, 1994; Taket et al., 2009). The research 
perspective, such as social exclusion analysis (Silver, 2010; Silver, 1994; Taket et al., 
2009) and vulnerability analysis (Chambers & Conway, 1992; Sen, 2001) have been 
added to the original simple absolute/relative poverty. Bourguignon & Chakravarty (2003) 
also defined that poverty is not a one-dimensional phenomenon but a multidimensional 
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issue caused by social exclusion, lack of psychological well-being, and human rights, etc. 
The use of different poverty definitions and their corresponding poverty lines may lead 
to different results (Thomas, 2014). 
The second reason is historical changes in anti-poverty tourism. The Overseas 
Development Institute (ODI), International Institute for Environment and Development 
(IIED), UK Department for International Development (DFID), and Centre for 
Responsible Tourism (CRT) proposed the concept of pro-poor tourism (PPT) in 1998, 
which suggested that a drastic reduction of poverty is possible as a result of free market 
activities. After that, the UNWTO launched the Sustainable Tourism – Elimination of 
Poverty (ST-EP) at the World Summit on Sustainable Development in Johannesburg in 
2002, which tries to reduce poverty and inequalities through the power of tourism. 
Comparing with PPT, ST-EP has a clear goal that especially focused on those people 
living on less than a dollar a day and LDCs. In recent years, there are various other types 
of anti-poverty tourism and projects, such as Community-Based Tourism (CBT), which 
emphasized awareness raising, transformative learning processes (Reid, 2003) and social 
capital (Woolcock, 2002). Each concept has their own strategy focus, constraints, and 
historical background. The understanding of poverty and strategy focus varies hugely in 
different historical periods. Therefore, historical changes may also influence the final 
results.  
Third, there is lack of a comprehensive research framework of anti-poverty tourism. 
The most popular research framework, the Sustainable Livelihoods Approach (SLA), 
highlighted the integrated thinking about poverty, which has been widely applied in 
poverty studies and gained popularity among researchers and government officers (Laeis 
& Lemke, 2016; Scoones, 1998; Turton, 2000). However, SLA is not suitable for tourism 
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analysis due to the peculiarities of tourism (Shen, Hughey, & Simmons, 2008). More 
specifically, SLA only seeks household livelihood sustainability at the individual or 
household level, while tourism is a wider ranging social phenomenon and the industry or 
destinations as a whole. In addition, the tourism research framework, Sustainable 
Livelihoods Framework for Tourism (SLFT), is proposed by Shen et al., (2008) based on 
the integration work of sustainable development, rural development, and tourism 
development. However, SLFT has been questioned and may discourage its adoption in 
policy analysis, which is unclear in its purpose and solutions. Further, poverty is a social 
phenomenon of human society, and understanding its causes is critical for designing 
policies to alleviate poverty (Ahmed, Hill, Smith, & Frankenberger, 2007). The problem 
of poverty not only occurs in rural areas but also can be found in urban areas (e.g. slum 
tourism), emerging with different causes. In addition, poverty is not only a social problem 
but also a problem for the poor themselves. To prioritize poverty alleviation policies in 
tourism development, the poverty dimensions should first be cleared. However, the issue 
that poverty causes itself is neglected in SLFT.  
Fourth, there is a lack of consistent methodological development (Zhao & Ritchie, 
2007). According to (Mitchell & Ashley, 2009), the main approaches to measure the 
impact of tourism on poverty are livelihood’s analysis, enterprise analysis and local 
economic mapping and pro-poor VCA. Among these three, livelihoods analysis is the 
most widely used to measure effectiveness on poverty alleviation, rural development and 
natural resource management area (Ellis, 2000; Scoones, 2009). However, there is no 
agreed framework for measuring the impacts of tourism on poverty alleviation (Mitchell 
& Ashley, 2009). Furthermore, empirical evidence relating to tourism’s impacts on 
poverty reduction is scarce (Croes & Vanegas, 2008). In addition, most tourism literature 
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has been aimed at case studies. As a result, it is difficult to generate a global understanding 
of the tourism impact on poverty alleviation.  
In order to clarify the empirical relationship between tourism growth and poverty 
reduction, the mechanism of the tourism impact on poverty alleviation must first be 
clarified. Based on the above, a tourism livelihood approach must be rooted in a poverty 
context, embodied in a tourism context, which is able to cope with vulnerability and 
poverty by tourism development. A new research framework for anti-poverty tourism 
(FAPT) is proposed in Figure 3-1, which could be a guide for future empirical research 
on the impacts of tourism on poverty alleviation. This framework is established based on 
the literature review of poverty and tourism, including SLA, SLFT, the features of the 
tourism industry, the anti-poverty research framework, and the cause of poverty. 
Although both SLA and SLFT have insurmountable obstacles, they do present the 
poor people's livelihood situation from the perspective of livelihood capital, which 
provides a suitable research perspective for the poverty and tourism research. Based on 
the work of SLA and SLFT, this chapter defines five livelihood assets of the poor by 
sorting through the poverty literature, which would be the basis or guideline for the 
formulation of the anti-poverty tourism policies. The current situation of anti-poverty 
tourism is mainly focusing on financial asset, and the other four are barely covered. Thus, 
the potential of tourism development on poverty alleviation could be expanded by this 
approach. On the other hand, by sorting through the tourism literature, the leakage and 
linkage effect of tourism on poverty alleviation has been clarified, which provides us with 
a comprehensive understanding of how poverty is alleviated by tourism development. 
  




Figure 3-1: Research Framework for Anti-Poverty Tourism (FAPT) 
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The following part explains the elements used in this framework:  
 Assets consist of Human, Social, Environment, Financial, and Physical Capital, 
which are rooted in poverty, based on SLA and the literature review of poverty causes. 
Table 3-1 excerpts the explanations of the five assets of poverty alleviation, including 
both an individual and broader perspectives. 
 Tourism Effects includes tourism linkage effect and leakage effect on poverty 
alleviation, in which the poverty reduction effect of tourism would be strengthened 
by enhancing the linkage effect while it would be weakened by the leakage effect.  
 Transforming Structures include government, NGOs, both public and private 
sectors of tourism, and other tourism related-stakeholders. 
 The Process can be made up of policy and strategies, which strengthen the linkage 
of tourism on poverty alleviation and overcome the leakage effect. 
 The Outcome is expected to alleviate poverty in the tourist destination, increase poor 
people’s well-being and reduce their vulnerability.  
 Poverty Context includes who are the poor, what is the main cause of poverty, what 
poverty line and elements need to be considered to identify the poverty condition of 
the tourist destination.  
 Tourism Context includes the tourism development stage, whether the local 
community or government, tourism attractions, which are the elements need to be 
used to identify the condition of tourism development. 
 Measurement: all key elements (five assets) need to be addressed and integrated. A 
close study of the tourism context and poverty context is necessary. Since non-
monetary elements are difficult to quantify, it is highly recommended to use both 
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statistics and qualitative research method to measure the impact/effectiveness of 
tourism on poverty alleviation.  
Table 3-1: Explanations of the Five Assets of Poverty Alleviation 
Five Assets Individual Perspective 






The willingness to improve 
the health condition, 
education, skill, and the 
ability of the poor 
themselves to adapt to the 
change. 
The facilities/funds/services that help 
the poor to increase their health 




The willingness or the 
ability to work; the 
qualification of an 
applicant to get loans and 
alleviation funds; savings; 
wages. 
Economic growth; financial system 
(e.g. income distribution); 
remuneration; loans; borrowing; 




The willingness and ability 
to communicate, to join 
social activities. 
Costs of crime; corruption; equity; 




The ability or qualification 
to access the 
infrastructure, to obtain 
other physical capitals. 
Infrastructure (e.g. transportation, 
energy, drinking water and 
sanitation, etc.); tourist attractions  
Environment 
Capital 
The way to use nature 
resources. 
The natural ecological environment 
(e.g. mountain, desert, aquatic 
resources); climate change; 
ecologically fragile  
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Human Capital: individual perspective refers to the willingness of the poor to 
improve their health condition, education, skill, and the ability to adapt to external change. 
The broader perspective represents the opportunities, facilities, services that are provided 
by the government, NGOs, and other communities. Focusing on Human Resource can 
make the poor have better use of the other four resources (social, economic, 
environmental, and physical) to get rid of poverty.  
Financial Capital: individual perspective refers to household savings, wages, the 
ability/willingness to work. The broader perspective represents the economic 
environment, financial system, and loans/borrowing mechanism, unemployment benefit, 
and poverty alleviation funds, which can be provided by banks, governments, and NGOs. 
Poverty is always closely tied with income, and increasing the financial capital of the 
poor is the fastest way to reduce the poverty ratio.  
Social Capital: individual perspective involves social relations (such as family, 
friends, rank relationship, community, etc.); social identities (such as immigrant, criminal, 
the local citizen, etc.); social groups (such as ethnic group, religion, etc.). The broader 
perspective refers to the whole social environment and system, including the costs of 
crime, corruption, equity, etc. Alleviating poverty from the social perspective refers to 
the external institutions being able to provide the same welfare to all social identities and 
groups, respond more quickly to the collective demands of the poor; and individuals can 
share personal values, cultural values, and business goals with local community. 
Physical Capital: individual perspective refers to the means of production, such as 
seeds, animals, land, house, etc. The broader perspective represents the infrastructure 
(such as transportation, energy, information, drinking water and sanitation, etc.). 
Specifically, in the case of tourism, it also represents the local customs, cultural 
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attractions, and the tourism attractions. The purpose of solving poverty from the 
perspective of the physical environment is to maintain and increase productivity. 
Environment Capital: individual perspective refers to the way 
(sustainable/unsustainable) to use nature resources. The broader perspective represents 
the natural environment (e.g., islands, mountains, deserts, biological diversity, and 
ecological environment) and climate change. Reducing poverty from the nature 
perspective means improving the output of land, water quality, aquatic resources, forest 
products with a sustainable way, and avoiding falling into ecological poverty again, which 
is caused by the unsustainable development way. When extreme weather occurs in a 
tourism destination, this means improving the adaptation of the poor and the capacity of 
the local tourism sector to protect against the external shocks.  
Indeed, the emerging SL and SLA approach provides an integrating view to analyze 
the poverty alleviation strategies at an individual level. However, as Shen et al., (2008) 
observed there is a gap between SLA and tourism, which implies that SLA cannot be 
adapted into tourism context directly. Although Shen et al., (2008) also proposed SLFT, 
its problem discourages the adoption in policy analysis. In sum, this framework is rooted 
in a poverty context and embodied in a tourism context, which is able to describe the 
mechanism of tourism development on poverty alleviation. It identifies the main 
determinants (five assets) that support the wide concept of poverty and tourism activities; 
studies the tourism context in terms of its linkage and leakage effect on poverty alleviation; 
and attempts to fill in the gap between tourism poverty alleviation in the scientific 
literature. It provides an integrated framework for measuring the effectiveness of anti-
poverty strategies and a base for the anti-poverty planning, development, and follow-up. 
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3.2 Research Hypothesis and Questions 
For a long time, there has been debated on the impact of tourism growth on poverty 
alleviation. Most scholars agree that the development of tourism has a significant 
promoting effect on the overall poverty alleviation, but the empirical test still lags far 
behind the theoretical discussion. The reason may be that as a new discipline, tourism 
itself has not yet established a complete concept, such as the definition and boundary of 
tourism. Whether or not the tourism-driven poverty alleviation hypothesis is true in 
developing countries, and how to evaluate its impact and transmission mechanism, this 
research will consider these carefully, then, systematically demonstrate the poverty 
alleviation effect of tourism growth. After a comprehensive review of the literature, there 
are some problems worth further discussions in this field: 
(1) Regional Differences  
The tourism sector is not static. The early stage of tourism development may 
become the cause of later changes. This process is usually fed back to the adjustment of 
tourism structure through market mechanism or policy intervention, which will directly 
affect tourism scale in the later period. Therefore, it is necessary to analyze the effects of 
tourism growth on poverty alleviation from a dynamic perspective. In order to clarify the 
tourism-poverty nexus, it is necessary to analyze the regional effects of tourism growth 
on poverty alleviation from a dynamic perspective. 
(2) Tourism Scale and Poverty Reduction 
Because the development scale of tourism varies greatly between countries, will 
the tourism industry bring different influences to the destination countries due to its 
characteristics? With the increasing scale of the tourism sector, the problem of whether a 
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tourism specialized industrial structure is more conducive to poverty alleviation becomes 
increasingly important in tourism management. This problem can be mainly discussed 
from the macroeconomic variables, specifically the proportion of tourism income in the 
overall economy, which refers to the degree of tourism specialization and its impact on 
poverty alleviation.  
(3) Heterogeneous Effect 
Tourism development is generally considered an effective tool to eradicate poverty 
due to its lower entry barriers. Therefore, the relevant literature mainly focuses on the 
tourism side and its multiplier effect. So far, research on the impact of tourism 
development on poverty alleviation always regards poverty as a whole, ignoring the inner 
differences within poverty. A country with different poverty levels has different causes, 
capacities, and social resources. Regarding poverty as a whole is more likely to have 
skewed results. Therefore, it is indispensable to clarify the impact of tourism growth on 
poverty in different poverty degrees in analyzing the impact of tourism growth on poverty 
alleviation. 
(4) Challenges  
Most of the current tourism literature focuses on how to expand the impact of 
tourism, while the problems or challenges occurring in anti-poverty alleviation tourism 
has been neglected. In order to better develop anti-poverty tourism, it is necessary to 
clarify the problems in actual development. 
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3.2.1 Research Perspective 1: Regional Differences 
The statement that tourism development could be used as an effective tool to 
promote poverty reduction was first mentioned in the latter 1960s and 1970s (Bennett, 
1999). This idea aroused the interest of many UK researchers in the late 1990s (Scheyvens, 
2007). Further, with the devaluation of traditional crops (e.g. bananas, cocoa and coffee), 
the outstanding performance of tourism industry in foreign exchange, economic growth, 
and the low barriers to entry have created an increasing linkage between ‘tourism’ and 
‘poverty alleviation’. Theoretically, there are two types of evidence supporting the 
existence of a relationship between tourism and poverty reduction, as shown in Figure 3-
2. 
One is the direct effect, which emphasized the needs of the poor in tourism 
development (Ashley & Maxwell, 2001). The reasons why people become poor are 
complicated, such as lack of education (Fields, 1980), insufficient of health care (Victora 
et al., 2003) and the exclusion from a certain social system (Taket et al., 2009). The direct 
impact of tourism is acquired directly from tourist expenditure and benefits the poor, such 
as the job opportunities generated from transportation, hotel accommodations, shopping, 
food and beverages. 
Direct impacts are concentrated in tourism-related industries and the poor working 
in the related businesses. (Sen, 1981, 1992) defined poverty from three aspects: 
‘Exchange entitlement set’ (lack of essential goods); “Entitlement set” (the vulnerability 
of the poor and lack of capacities and opportunities); and E-mapping (social environment, 
policy and other external factors). According to Sen's entitlement approach, poverty can 
be eliminated by either enlarging the capacity of the poor to increase their entitlement set 
or changing the E-mapping. The increasing demand for basic skills that is generated by 
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tourism development, such as language, cooking, and guides training, can be treated as 
an opportunity to enhance the capability of the poor. Meanwhile, the social E-mapping 
can also be easily changed by tourism development due to its low entry barriers. This is 
attributable to the fact that tourism development can create more opportunities that can 
cause the poor who have the same capacity to get more rights in exchange. For example, 
additional revenue can be produced through the development of tourism. Therefore, 
tourism has a huge potential to eliminate poverty. 
However, different regions have different cultural backgrounds, poverty conditions, 
and economic development levels. Although many developing countries launched a large-
scale tourism-based project to alleviate poverty, such as China, Laos, and most Africa 
countries etc., anti-poverty tourism has not been attracting attention in Europe. Thus, 
different strategies and priorities for tourism development may lead to differences in 
poverty alleviation. 
Therefore, hypothesis 1 (H1) of this study is: 
H1: The effect of tourism growth on poverty reduction would be changed by 
regional difference. 




Figure 3-2: Indirect and Direct Effect of Tourism on Poverty Reduction 
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3.2.2 Research Perspective 2: Tourism Scale and Poverty Reduction 
Another piece of evidence to show that poverty can be reduced by tourism 
development is the indirect effect. Regional economic growth is predominantly set as the 
premier target of local tourism development while poverty alleviation is either considered 
as a sub-goal or natural outcome of economic growth (Ashley, Boyd, & Goodwin, 2000). 
The expectation of the indirect effect of tourism on poverty reduction firstly comes from 
the tourism-led growth (TLG) hypothesis. The TLG hypothesis emphasized that tourism 
development can create jobs, income, and lead to a positive balance of payments. As a 
result, poverty can ultimately be alleviated by economic growth automatically.  
At present, the research has been conducted mainly from the perspective of the 
TLG hypothesis focusing on Keynesian multiplier effect theory and Lucas two sectors. 
Keynes's multiplier effect is the main theory applied into TLG hypothesis (Archer, 1977). 
It explained that tourism, as an exogenous factor, expanded the overall economic demand 
and had a positive impact on economy earnings and employment through the multiplier 
effect. Further, the radiation effect theory of industrial economics also explained that 
when one industry changes, the impact on this change would inevitably be transferred to 
other industries, which may eventually cause corresponding changes in the industrial 
structure owing to the mutual relations between each country. However, Kakwani and 
Pernia (2000) commented that the trickle-down theory is highly reliant on the premise of 
a vertical income flow from the rich to the poor that happens of its own accord. It indicates 
that, due to the status of the poor being at the bottom of the food chain, the benefits 
trickling down to the poor are very limited. 
Another branch of the TLG hypothesis is the adoption of Lucas two sectors 
endogenous growth model into tourism study, which primarily deals with the relationship 
The Empirical Relationship between International Tourism Growth and Poverty Reduction 
96 
 
between tourism specialization and the maximization of the growth rate. In the wake of 
the increasingly blurred tourism boundaries, focusing on the overall national economy 
structure may generate more far-reaching impacts on tourism research. 
Traditionally, the evaluation framework of the TLG hypothesis tends to perceive 
tourism growth (scale) as a major measure variable. By contrast, the endogenous growth 
theory and new economic growth theory propose efficiency as the core issue in economic 
growth. Based on the endogenous growth theory, whether the economy can achieve long, 
sustained growth largely depends on its quality and efficiency. Unlike the multiplier effect 
and radiation effect which focus on tourism scale, the endogenous growth theory argues 
that it is unreasonable to evaluate an industry simply in terms of size and output. Although 
tourism is a labor-intensive rather than a technology-intensive industry, which is 
essentially unrelated to the theory of endogenous growth, the increasing scale of the 
tourism sector and an increasing degree of tourism specialization level may improve the 
‘efficiency’ or ‘quality’ and compensate for the lack of technological progress and 
knowledge accumulation in the tourism industry to a certain extent. At the same time, the 
requirement on the professional level and skills of the practitioners will also increase, 
which may continuously improve the threshold for the poor people to gain benefits from 
the tourism sector. 
Therefore, hypothesis 2 (H2) and hypothesis 3 (H3) of this study are as follows: 
H2: Tourism has a positive impact on poverty alleviation. 
H3: This positive effect would be influenced by the tourism specialization level.  
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3.2.3 Research Perspective 3: The Heterogeneity Effect of Tourism 
Growth on Poverty Reduction 
(1) Different Implications of Tourism Arrivals and Tourism Receipts 
Hypothesis 4 (H4) of this study is raised as 
H4: increasing the number of international tourism arrivals has a higher effect 
on poverty alleviation than international tourism receipts.  
The analysis of why the number of tourists has a higher effect on poverty reduction 
than tourism income will be conducted from two perspectives: the supply side and 
demands side. From the supply side, the concepts of elementary demand and derived 
demand are adopted to explain the reason why tourism arrivals contribute more to poverty 
reduction. Meanwhile, hypothesis 4 is discussed through clarifying the tourism product 
from the demand side.  
In the economic study, the elemental demand means the goods themselves are the 
object of a consumer, such as sightseeing, having meals, sleeping, etc. As each visitor has 
a certain amount of elementary demand, increasing the number of tourists will lead to a 
heavy elemental demand. Derived demand refers to the demand for industrial products 
that stems from the demand for consumer products (Marshall, 2009). In other words, all 
demand for particular tourism related products or service, which in order to satisfy the 
elementary demand within the destination can be regarded as derived demand, such as 
the need for hotel rooms is derived from the elemental demand of sleeping. Thus, from 
the supply side, the growth of tourism arrivals would stimulate the local market to produce 
more tourism-related products, create more job opportunities to satisfy the increasing 
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elementary demand for tourism, which implies a larger multiplier effect. However, 
tourism receipts are a monetary measurement as same as GDP. The growth of revenue 
does not guarantee a greater impact on poverty alleviation. As seen in Figure 3-3, if a 
certain level of the tourism sector is considered, the level of tourism income can be 
maintained by either increasing the number of tourists or encouraging each individual to 
consume more. The small number of tourists refers to a low level of elemental demand, 
which causes a small scale of the local market with a low multiplier effect. On the other 
side, if the tourism earnings are based on the number of tourists rather than consumption 
per person, then the larger elemental demand will generate higher derived demand, which 
can provide more working opportunities and benefits to the poor. Although in normal 
understanding tourism receipts should be closely related with tourism arrivals, growth 
based on a small number of tourists as described in Figure 3-3 also exists. Therefore, the 
impacts of increasing tourism arrivals may be greater than tourism receipts on poverty 
alleviation. 
Figure 3-3: Different Multiplier Effects in Terms of Distinct Elemental 
Demand Levels 
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On the consumer side, Smith (1994) divided tourism products into five elements as 
a series of concentric circles: physical plant, service, hospitality, freedom of choice, and 
involvement, as shown in Figure 3-4. In order to explain more clearly, I simplify the work 
of Smith by dividing tourism products into two elements: core products and advanced 
products. The concept of core products is same as the physical plant, including natural 
resource, facility (such as hotel or resort), physical environment (such as water quality), 
and the condition of the tourism infrastructure, which refers to the fundamental 
requirement of the tourists and highly relies on the number of visitors. Advance products 
refer to service, hospitality, freedom of choice, and involvement, which refers to an 
advanced experience. The contents of core products (physical plant) are similar with the 
definition of absolute poverty while the advanced products are not. According to UNDP, 
(1995), Sachs (2005), and Walker and Bantebya-Kyomuhendo (2014), absolute poverty 
is defined as a condition where families or individuals have insufficient income to 
maintain the minimum physiological requires. For instance, absolute poverty is about 
survival, a condition of lack of food, shelter, health or sanitation facility (Friedmann, 1994; 
Rowntree, 1901; Townsend, 1979). Thus, the core product has a closer relationship with 
the advanced product. Muganda, Sahli, and Smith, (2010) proved that the Tanzania 
community feels that it gains benefits from tourism development to change the poverty 
condition especially in terms of improving local facilities. Similarly, Banerjee, Cicowiez, 
and Gachot, (2015) assessed the impacts of a US$36 million public investment in the 
tourism sector in Haiti based on the estimation of a linked regional computable general 
equilibrium and micro-simulation (RCGE-MS) model. The result suggested that public 
investment in tourism can contribute to increased employment opportunities, wages, and 
non-labor income, which lead to poverty reduction. As an increasing number of tourists 
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requires an improvement of the core products of tourism, tourism arrivals may lead to a 
greater impact on absolute poverty than tourism receipts. On the other side, tourism may 
be unable to solve the problem of poverty if the basis of arrivals is ignored. Only focusing 
on raising consumption per person may worsen the tourism income distribution. For 
example, in Thailand, a country with a tourism intensive economy, even tourism increased 
aggregated household income, and the gap between wealthy and poor widened 
(Wattanakuljarus & Coxhead, 2008). Therefore, one hypothesis of this study is that 
increasing international tourism arrival has a higher effect on poverty alleviation than 
international tourism receipts. 
 
Figure 3-4: Series of Concentric Circle of Tourism Products and Absolute 
Poverty 
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(2) Different Poverty Reduction Effects in Terms of Poverty Levels 
The positive effects of tourism development include foreign exchange income from 
inbound tourism, which can help to increase national income, tax revenue, and additional 
employment opportunities. At the same time, tourism development also will affect the 
specific demand for goods and services, including transport infrastructure such as roads 
and airports; and tourism consumption of inbound tourists can improve the construction 
of domestic tourism facilities, increase the demand for financial capital and human capital, 
and bring corresponding investment. Thus, tourism plays a significant role in promoting 
economic growth and poverty reduction. 
However, in view of the possible large-scale regional differences in the relationship 
between tourism development and economic growth, the TLG theory was proposed by 
Balaguer and Cantavella-Jordá (2002) through studying the long-term promotion effect 
of Spanish tourism development on economic growth may not be applicable to other 
countries. The heterogeneity effect of tourism growth has been proved by different case 
studies, which suggests that the governments need to develop a more targeted policy. 
Eugenio-Martin, Martín Morales, and Scarpa (2004) emphasized that the effect of tourism 
development on economic growth of low-income countries in Latin America is higher 
than in high-income countries, which suggests that differences in the levels of economic 
development determine the relationship between tourism and economic growth. 
According to the Keynes's multiplier effect, tourism development brings economic 
growth and employment opportunities, which is particularly pronounced in poorer 
countries since tourism is irreplaceable in its national economy. Thus, the difference 
caused by the level of economic development must be fully appreciated. Hypothesis 5 
(H5) of this study is raised as: 
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H5: in terms of different poverty levels, the effect of tourism growth on 
poverty alleviation may be different. 
3.2.4 Research Perspective 4: Challenges  
According to the literature review, poverty is a multi-dimensional issue, and the 
impact of tourism is not limited to the monetary factors. Although this research adopts 
the monetary-base poverty line and monetary poverty index, poverty gap and headcount 
ratio, because it focuses on a macro perspective, the analysis of multi-dimensional 
poverty is indispensable to measure poverty for the formulation of anti-poverty tourism 
policies in the future. This part would be discussed in part B of Chapter 4, a case study of 
Nepal. 
 
3.3 Empirical Research Design 
The scale of the tourism sector (tourism income) is an important measure of a 
country's tourism development level, which reflects the presentational feature of tourism 
development status. The tourism structure includes the proportion of the tourism sector 
in the entire national economy and the inherent structure of the tourism industry. Merely 
focusing on the continued expansion of tourism scale while ignoring the rationale regional 
economy structure may lead tourism to a "growth trap". Therefore, both the economic 
structure and tourism scale are important measures of tourism development. On the other 
hand, each developing country has a different economic development level, which may 
influence how much benefit they can gain from tourism development. Further, poverty is 
not only about the lack of income, and the analysis of multi-dimensional poverty is also 
important for understanding the effect of policies. All of these indicate that tourism 
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development may generate different impact on the poor in terms of poverty and tourism 
features. Therefore, drawing a clear understanding of the impact of tourism development 
on poverty alleviation and its evolution based on both tourism and poverty side is 
important to achieve the ultimate goal of poverty eradication. Based on the four research 
perspectives, Figure 3-5 shows the two research dimensions (absolute poverty & multi-
dimensional poverty) and corresponding research methods.  
 
Figure 3-5: Research Perspectives and Corresponding Empirical Methods 
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3.3.1 Research Objects 
The sample of this research covers 66 emerging and developing countries except 
for sub-Saharan Africa countries between 1995 and 2012 (see the list of countries in 
Appendix I). The development literature has discussed the heterogeneity of the sub-
Saharan Africa region with respect to its poverty or poor economic performance. The 
recent works consider various causes of poor economic performance of sub-Saharan 
Africa such as the legacy of colonial rules and slave trading, heavy dependence on a 
small number of primary exports, internal politics and corruption, demographic changes, 
disease, and being the most tropical of the world’s major regions, etc. (Campbell & Pyun, 
2017). Thus, this research excludes countries in this region to avoid outlier information 
driving the result. The sample period begins in 1995 according to the availability of 
tourism data. Poverty ratio data is available from World Development Indicators (WDI). 
3.3.2 Research Variables 
(1) Tourism Variables 
In general, national or regional tourism income can be divided into inbound tourism 
income and domestic tourism income. Although domestic tourism income had a largest 
percentage of total tourism revenue in most countries, since each country uses different 
statistical methods and exchange rates, the application of domestic tourism data for 
research may cause errors. Hence, the inbound tourists or inbound tourism income is 
usually adopted as a proxy for tourism (Schubert, Brida, & Risso, 2011). Therefore, this 
research, from the demand point of view, uses international tourism receipts and arrivals 
to express tourism variable from the World Bank. Moreover, because the tourism data is 
only available from 1995, the sample period begins from 1995. 
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(2) Poverty Variables and Poverty Line 
Estimating the aggregate poverty accurately is important, because identifying the 
poverty line is significant to the effect of tourism on poverty reduction. Normally, 
aggregate measures of poverty include poverty headcount ratio and poverty gap. Poverty 
headcount ratio at $1.90 a day is the percentage to the population living on less than $1.90 
a day at 2011 international prices. It reflects the scale of poverty, but sets the same weight 
to the poor below the poverty line. Thus, for the poor, changes in income and living 
standards cannot be reflected until income increase above the poverty line (Feinstein & 
Picciotto, 2000). As a consequence, using headcount index to measure poverty easily 
makes government or officials only focus on the richest group people below the poverty 
line to reduce poverty while giving insufficient attention to the poorest groups. Poverty 
gap at $1.90 a day (2011 PPP) is the mean shortfall in income or consumption from the 
poverty line $1.90 a day (counting the non-poor as having zero shortfalls), expressed in a 
percentage of the poverty line. This measure reflects the depth of poverty as well as its 
incidence. Therefore, this research uses poverty gap as the expression of poverty variable 
and use headcount ratio as an alternative measure. The poverty data is available from the 
data base of the World Bank and UNWTO. 
(3) Other Variables  
As growth of GDP is often considered as the main cause of the decline in poverty 
rates, GDP growth rate is also involved in this research. The data of GDP growth rate is 
from the World Bank open data base.  
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3.4 Main Empirical Methodologies  
3.4.1 Panel Fixed Effect Regression  
Panel data, in short, is a mixture of time series and section data. It refers to 
continuous observation of a group of individuals (such as residents and countries) over a 
period of time. Using panel data has the following advantages: 
 Easy to control individual heterogeneity 
 Since it contains more information, easy to reduce the possibility of collinearity 
between variables, and increases the degree of freedom and the efficiency of 
estimation. 
 Easy to make dynamic adjustment 
The fixed effect model and random effect model are the most common static panel models.  
If consider: 
y𝑖𝑡 = 𝛽𝑥𝑖𝑡 + 𝜇𝑖𝑡                              (3-1) 
u𝑖𝑡 = a𝑖 + 𝑖𝑡                               (3-2) 
Where i = 1, 2, … , N;  t = 1,2 … , T; x𝑖𝑡 is the column vector of K × 1; K is the 
number of explanatory variables; β is the coefficient column vector of K×1; for specific 
individual i, 𝑎𝑖 refers to those factors that do not change over time which cannot be 
directly observed or quantified in most cases. such as personal consumption habits, the 
social system of the country, etc., which are generally regarded as "individual effects". 
Mainly there are two ways to deal with the "individual effect". One is to regard it as a 
fixed factor that does not change with time. Individual differences are regarded as each 
individual has a specific intercept term which is called "fixed effect" model. The other is 
to treat individual effect as a random factor. Assuming that all individuals have the same 
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intercept term, individual differences are reflected in the setting of random interference 
terms. The corresponding model is called the "random effect" model. 
Further, there are three types of fixed effect regression models: the entity fixed 
effects model, the time fixed effects model, and the time and entity fixed effects model. 
Entity Fixed Effects Model can be written as: 
{
y1𝑡 = a1 + 𝛽𝑥1𝑡 + 1𝑡  i = 1, t = 1,2 … , T
y2𝑡 = a2 + 𝛽𝑥2𝑡 + 2𝑡  i = 2, t = 1,2 … , T
…
y𝑁𝑡 = a𝑁 + 𝛽𝑥𝑁𝑡 + 𝑁𝑡 i = N, t = 1,2 … , T
                   (3-3) 
For the entity fixed effects model, the slope (β) of each individual (i) is the same while 
the intercept (𝑎𝑖) varies from different individuals. 
Time Fixed Effects Model can be expressed as: 
{
y1𝑖 = (𝛾0 + γ1) + 𝛽𝑥1𝑡 + 1𝑖  t = 1, i = 1,2 … , N
y2𝑖 = (𝛾0 + γ2) + 𝛽𝑥2𝑡 + 2𝑖  t = 2, i = 1,2 … , N
…
y𝑖𝑇 = (𝛾0 + γ𝑇) + 𝛽𝑥𝑁𝑡 + 𝑖𝑡  t = T, i = 1,2 … , N
              (3-4) 
Where (𝛾0 + γ𝑇) = 𝛾𝑡, is the intercept term of the model, which is a random variable. It 
means that each section has different intercept terms, and 𝑦0 is a constant term which 
does not change with the time and cross sections. 
Based on the entity fixed effects model and time fixed effects mode, the Time and Entity 
Fixed Effects Model can be written as: 
𝑦𝑖𝑡 = 𝑎0 + 𝑎𝑖 + 𝛾𝑡 + 𝛽𝑥𝑖𝑡 + 𝑖𝑡  i = 1, 2, … , N;  t = 1,2 … , T           (3-5) 
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Where 𝑦𝑖𝑡 is the independent variable; 𝑎𝑖 is a random variable relates to 𝑥𝑖𝑡, which 
refers to each individual having different intercept terms; 𝛾𝑡 also is a random variable, 
It refers to each section having different intercept terms and its change is related to 
𝑥𝑖𝑡; x𝑖𝑡 is the column vector of K × 1; β is the coefficient column vector of K×1; 𝑖𝑡 
is the error term. 
Random Effect Model: 
y𝑖𝑡 = 𝑎𝑖 + 𝛽𝑥𝑖𝑡 + 𝑖𝑡i = 1, 2, … , N;  t = 1,2 … , T               (3-6) 
Where 𝑎𝑖 is a random variable, which does not relate to 𝑥𝑖𝑡; x𝑖𝑡 is the column vector 
of K × 1; β is the coefficient column vector of K×1; 𝑖𝑡 is the error term. The main 
difference between the fixed effect model and random effect model is whether it relates 
to 𝑥𝑖𝑡 or not. 
The establishment of the fixed effect model is based on the following hypothesis, 
that is, there are significant differences between individuals, but in each individual there 
is no specific difference in time series. If there is no significant difference between 
individuals (groups), Pooled OLS can be used to estimate. The basic test idea of the 
random effect model is that the following relationship should be established under the 
null hypothesis that the individual effect is not significant: 
𝐻0: 𝑎1 = 𝑎2 = ⋯ = 𝑎𝑛 




～𝐹(𝑚, 𝑁𝑇 − 𝑘 − 1)                   (3-7) 
If    F < 𝐹𝑎(𝑚, 𝑁𝑇 − 𝑘 − 1), establish constrained model  
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       F > 𝐹𝑎(𝑚, 𝑁𝑇 − 𝑘 − 1), establish unconstrained model  
Where u represents the unconstrained model, which is the fixed effect model; r 
represents the constrained model, pooled data model which has only one constant term. 
SSE is the residual sum of squares; m is the constraint number; 𝑁𝑇 is the number of 
panel data samples; k represents the number of estimated parameters in the unconstrained 
panel data model. 
F statistic can be used as a tool to distinguish the fixed effect model and mixed data 
model. But what about the random effect model and fixed effect model? In the previous 
analysis, the main differences between the fixed effect model and random effect model 
are clarified. Whether 𝑎𝑖 is related to other explanatory variables can be regarded as the 
basis for the selection of the fixed effect model or random effect model. The Hausman 
test is a viable test statistic. The basic idea is that under the assumption that 𝑎𝑖 is not 
related to other explanatory variables, the parameter which estimated by OLS estimation 
with a fixed effect model and GLS estimation with a random effect model are unbiased 
and consistent, while the former is invalid. If the original hypothesis is invalid, the 
parameter estimation of the fixed effect model is still consistent, but the random effect 
model is not. Therefore, under the original hypothesis, there should be no significant 
difference in the parameter estimation between the two models. The statistical test can be 
constructed based on the difference of the parameter estimation between the two. 
Suppose that b and β̂ are the estimations of OLS with a fixed effect model and 
GLS estimation with a random effect model respectively, then 
Var[𝑏 − β̂] = Var[𝑏] + Var[β̂] − 𝐶𝑜𝑣[𝑏 − β̂] − [𝑏 − β̂]
′
              (3-8) 
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Based on the above ideas of Hausman test, the covariance between the effective 
estimator and the non-effective estimator should be zero. 
𝐶𝑜𝑣[(𝑏 − β̂), β̂] = 𝐶𝑜𝑣[𝑏, β̂] −  𝑉𝑎𝑟[β̂]                       (3-9) 
From this we can get: 
Var[𝑏, β̂] = Var[β̂]                              (3-10) 
Var[𝑏 − β̂] = Var[b] − Var[β̂] = 𝜃                      (3-11) 
Wald statistics of Hausman test: 
𝐖 = [𝑏 − β̂]
′
𝜃−1[𝑏 − β̂]～𝜒2(𝐾 − 1)                     (3-12) 
Where, θ is calculated by using the covariance matrix of the fixed effect and 
random effect model. If the null hypothesis is rejected, it indicates that individual effect 
𝑎𝑖 is related to explanatory variable 𝑥𝑖𝑡. At this point, there are two solutions: one is to 
adopt the fixed effect model, and the other is to use the instrumental variable method to 
deal with endogenous problems. 
3.4.2 Two Stage Least Square 
Two-Stage least squares (2SLS) regression analysis is a statistical technique that is 
used in the analysis of structural equations. This technique is the extension of the OLS 
method. In the ordinary least square method, there is a basic assumption that the value of 
the error terms is independent of predictor variables. 2SLS is used when the dependent 
variable’s error terms are correlated with the independent variables Cov[𝑋, 𝑢] ≠ 0 , 
which refer to the following three bullet points that violate the assumption of OLS: 
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 Endogenous problem  
 Omitted variable bias 
 Measurement error in the regression 
The 2SLS technique helps to solve this problem. 2SLS analysis assumes that there 
is a secondary predictor that is correlated to the problematic predictor but not with the 
error term. Given the existence of the instrument variable z, which should relate with 𝑥𝑖 
but not with 𝑢𝑖, the following two methods are used: in the first stage, a new variable is 
created using the instrument variable, and in the second stage, the model-estimated values 
from stage one are then used in place of the actual values of the problematic predictors to 
compute an OLS model for the response of interest. 
 First Stage 
OLS regression on the explanatory variable 𝑥1, 𝑥2 … 𝑥𝑘 , and the number of L’s 
instrument variables 𝑧1, 𝑧2 … 𝑧𝐿 to obtain the fitting variable: 
?̂?1 = 𝑃𝑥1, ?̂?2 = 𝑃𝑥2, … , ?̂?𝑘 = 𝑃𝑥𝑘                     (3-13) 
Where 𝑃 ≡ 𝑍(𝑍′𝑍)−1𝑍′  is the projection matrix corresponding to Z, which can be 
defined as: 
?̂? ≡ (?̂?1, ?̂?2 … , ?̂?𝑘) = 𝑃(𝑥1, 𝑥2 … 𝑥𝑘) = 𝑃𝑋 = 𝑍[(𝑍
′𝑍)−1𝑍𝑋]         (3-14) 
𝑍 ≡ (𝑧1, 𝑧2 … 𝑧𝐿)
′ 
 Second Stage 
Since ?̂? is a linear combination of ?̂?1, ?̂?2 … , ?̂?𝑘, ?̂? contains number of K’s instrument 
variable. ?̂? can be used as an instrument variable to estimate the original model y =
Xβ + ε: 








?̂?′𝑦                    (3-15) 
Because ?̂?′?̂? = (𝑃𝑋)′(𝑃𝑋) = 𝑋′𝑃′𝑃𝑋 = 𝑋′𝑃′𝑋 = ?̂?′𝑋 , the projection matrix P is a 
symmetric idempotent matrix, 𝑃′ = 𝑃, P2 = 𝑃. β̂𝐼𝑉 can be regarded as the result of the 
OLS regression of y to ?̂?. 
Testing of Instrument Variable 
One of the prerequisites for using instrument variables is the rank [𝐸(𝑧𝑖𝑥𝑖
′)] =
𝐾, where 𝑧𝑖 ≡ (𝑧𝑖1, 𝑧𝑖2 … 𝑧𝑖𝐿); 𝑥𝑖 ≡ (𝑥𝑖1, 𝑥𝑖2 … 𝑥𝑖𝐾); 𝑧𝑖  and 𝑥𝑖  can have overlapping 
elements.  
When rank[𝐸(𝑧𝑖𝑥𝑖
′)] < 𝐾（the number of tool variables is "less than" endogenous 
variables）can be called as under-identification. For under-identification test: 
H0: rank[𝐸(𝑧𝑖𝑥𝑖
′)] = 𝐾 − 1                       (3-16) 
H1: rank[𝐸(𝑧𝑖𝑥𝑖
′)] = 𝐾                         (3-17) 
In the absence of heteroscedasticity, Anderson LM statistics can be used to test the 
problem. If allowing the existing of heteroscedasticity, Kleibergen-Paap rk LM 
(Kleibergen & Paap, 2006) should be chosen. 
If the instrument variable is totally unrelated with 𝑥𝑖 , then we cannot use the 
instrument variable since [𝐸(𝑧𝑖𝑥𝑖
′)]−1 does not exist. If z is only weakly related to 𝑥𝑖, 
then [𝐸(𝑧𝑖𝑥𝑖
′)]−1 will be very large, which leads to a large asymptotic variance. Because 
𝑧𝑖 contains only a small amount of 𝑥𝑖’ information, it is inaccurate to use this part to 
estimate. This kind of instrument variable can be called as weak instruments. To identify 
weak instrument variables, we can use the Cragg-Donald Wald F statistic when 
heteroscedasticity does not exist. If allowing the existing of heteroscedasticity, we should 
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use the Kleibergen-Paap Wald F statistic (Stock & Yogo, 2005). The solutions for weak 
instruments are (i) find better instrument variables; (ii) use the Limited Information 
Maximum Likelihood Estimation; and (iii) redundant instruments based on redundancy 
test.  
When rank [𝐸(𝑧𝑖𝑥𝑖
′)] ≥ 𝐾 （ the number of tool variables is "more than" 
endogenous variables）can be called as over-identification. The maintained hypothesis is 
the number of effective instrument variables is at least as many as endogenous 
explanatory variables. Under this assumption, the null hypothesis is that all instrument 
variables are exogenous, the alternative hypothesis is that at least one instrument variable 
is associated with the disturbance term. The Sargan statistic can be used to identify this 
problem. 
3.4.3 Panel Quantile Regression 
The least squares method, a classical regression method, provides an opportunity 
for analyzing economic relations by controlling for unobserved individual heterogeneity. 
However, the classical least squares estimation methods are inadequate for empirical 
analysis in some cases (Angrist et al, 2002). The traditional linear regression model 
describes the process that the conditional distribution of dependent variables is affected 
by the independent variable X. Usually, the least squares method is the most basic method 
to estimate the regression coefficient. It describes the effect of independent variable X on 
the mean value of dependent variable Y. However, the assumption of the least squares 
method is not often satisfied in actual cases. For example, when the distribution of the 
data with sharp peaks or thick tails or the existence of significant heteroscedasticity, etc., 
the least square method has very poor robustness. 
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Koenker (2004) suggested a quantile regression approach for panel data. He 
introduced a class of penalized quantile regression estimation, which providing a novel 
solution to the recognized difficulties of quantile regression for additive random effect 
models (Koenker & Hallock, 2001). It estimates the independent variable X according to 
the conditional quantiles of the dependent variable, thus, we can obtain the regression 
model under all the quantiles. 
Compared with ordinary least square regression, quantile regression can describe 
the effect of independent variable X on the changing range of dependent variable Y. 
Because the error term 𝑢𝑖𝑡 is assumed to be mean zero and orthogonal to the 
independent variables, the conditional mean function of the unobserved effects model is:   
E(𝑦𝑖𝑡|𝑥𝑖𝑡, 𝑎𝑖) = 𝑥𝑖𝑡
′𝛽 + 𝑎𝑖                          (3-18) 
Where 𝑦𝑖𝑡  is the dependent variable, 𝑥𝑖𝑡  is the vector of covariates, and 𝑎𝑖  is an 
individual fixed effect. The conditional quantile model of the form: 
Q𝑦𝑖𝑡(𝑇𝑗|𝑥𝑖𝑡, 𝑎𝑖) = 𝑥𝑖𝑡
′𝛽(𝑇𝑗) + 𝑎𝑖                       (3-19) 
For all quantile 𝑇𝑗 in the interval (0, 1). Assuming that the individual effect does not 
represent a distributional shift, since it is unrealistic to estimate it when the number of 
observation on each individual is small. The individual specific effect 𝑎𝑖  is a pure 
location shift effect on the conditional quantiles of the response. For the quantile 
regression model, the minimum weighted absolute deviation can be estimated by the 
linear programming method to obtain the regression coefficient of explanatory variables. 
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3.4.4 Unit Root Test 
A unit root process is a stochastic trend in a time series, sometimes is called a 
“random walk with drift”. If a time series has a unit root, it shows a systematic pattern 
that is unpredictable. Panel data unit root test can be divided into two categories: one is 
under the same root process. This test method assumes that each interface sequence in the 
panel data has the same unit root process. The other is under different root process, which 
allows each cross-sectional sequence in the panel data to have a different unit root process. 
In this study, four methods are adopted for the corresponding panel data unit root test: 
Levin-Lin-Chu (LLC) test (belongs to the former category), Im, Pesaran and Shin (IPS) 
test, Fisher-ADF, and Fisher-PP (belong to the latter category). 
The LLC unit root test for panel data suggest the following hypotheses: 
H0: each time series contains a unit root 
H1: each time series is stationary 
where the lag order 𝜌 is permitted to vary across individuals. The procedure works as 
follows: 
𝑦𝑖𝑡 = 𝜌𝑖𝑦𝑖𝑡−1 + 𝑥𝑖𝑡
′ 𝛿𝑖 + 𝜇𝑖𝑡   𝑖 = 1,2 ⋯ , 𝑁; 𝑡 = 1,2, ⋯ , 𝑇       (3-20) 
Where 𝑥𝑖𝑡 represents the exogenous variable vector in the model, which includes the 
fixed effect and time trend of N sections. N is the number of section, parameter 𝛿 is the 
regression coefficient, the random error term 𝜇𝑖𝑡 satisfies the independent and identical 
distribution hypothesis. In other words, if |𝜌𝑖| < 1, 𝑦𝑖 is stationary series; if |𝜌𝑖| = 1, 
𝑦𝑖 is un-stationary series.  
Given the lag order 𝜌𝑖  of each section, eliminate ∆𝑦𝑖𝑡−1  and the effects of 
exogenous variables from ∆𝑦𝑖𝑡 and 𝑦𝑖𝑡−1, and find proxy variables by standardization. 






= ∆𝑦𝑖𝑡 − ∑ 𝛽𝑖𝑗
𝑝
𝑗−1 ∆𝑦𝑖𝑡−𝑗 − 𝑥𝑖𝑡
′ 𝛿             (3-21) 
∆𝑦
𝑖𝑡−1
= 𝑦𝑖𝑡−1 − ∑ ?̇?𝑖𝑗
𝑝𝑖
𝑗−1 ∆𝑦𝑖𝑡−𝑗 − 𝑥𝑖𝑡
′ 𝛿            (3-22) 
Where (𝛽
𝑖𝑗
, 𝛿) and (?̇?𝑖𝑗, 𝛿) are the estimated values of ∆𝑦𝑖𝑡 and 𝑦𝑖𝑡−1 for the 
lag difference term ∆𝑦𝑖𝑡−1  and the exogenous variable 𝑥𝑖𝑡  respectively. Thus, the 
proxy variable ∆?̃?𝑖𝑡 and ∆?̃?𝑖𝑡−1 of ∆𝑦𝑖𝑡 and 𝑦𝑖𝑡−1 can be represented as: 
∆?̃?𝑖𝑡 = ∆𝑦𝑖𝑡/S𝑖                       (3-23) 
∆?̃?𝑖𝑡−1 = ∆?̃?𝑖𝑡−1/S𝑖                     (3-24) 
Where 𝑆𝑖 is the estimated standard deviation of the ADF test for the 𝑖𝑡ℎ cross 
section. on the basis of this, regression with proxy variables to get the estimation 
parameter η  of proxy variable, which its t-statistic obeys the standard normal 
distribution. 
The IPS test first performs a unit root test on each section: 
∆𝑦𝑖𝑡 = 𝜂𝑖𝑦𝑖𝑡 + ∑ 𝛽𝑖𝑗
𝑝𝑖
𝑗−1 ∆𝑦𝑖𝑡−𝑗 − 𝑒𝑖𝑡   𝑖 = 1,2 ⋯ , 𝑁; 𝑡 = 1,2, ⋯ , 𝑇      (3-25) 
The hypothesis of IPS test is:  
𝐻0: 𝜂𝑖 = 0, for all                          (3-26) 
𝐻1: {
𝜂𝑖 = 0, 𝑖 = 1,2, ⋯ , N1
𝜂𝑖 < 0, 𝑖 = N1 + 1, N1 + 2, ⋯ , 𝑁
           (3-27) 
The t-statistic 𝑡𝑖𝑇𝑖(𝑃𝑖) is obtained from unit root test based on 𝜂𝑖 of each section 
member. Then using the t-statistic of 𝜂𝑖 to construct a t-statistic of η, which could verify 
whether the entire panel data exists a unit root in or not: 
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𝑡?̅?𝑇 = (∑ 𝑡𝑖𝑇𝑖(𝑃𝑖)
𝑁
𝑖=1 )/𝑁                     (3-28) 
In the case that the lag order of each section is 0, the IPS test gives critical values 
for the statistic 𝑡?̅?𝑇 at different significance levels. If contains a lag term, the IPS test 










                  (3-29) 
Therefore, the statistic 𝑊?̅?𝑁𝑇 can be used to verify the panel data with lag terms, 
but it is necessary to set whether each section has an intercept term or a time trend term. 
Levin and Lin (2002) pointed out that the unit root test works better when dealing 
with cross-section data, so a panel data-based ADF test is proposed: 
∆𝑦𝑖𝑡 = 𝑐𝑖 + 𝛾𝑖𝑦𝑖𝑡−1 + ∑ 𝑐𝑗∆𝑦𝑖𝑡−𝑗 +
𝑘
𝑗=1 𝑒𝑖𝑡   𝑖 = 1,2 ⋯ , 𝑁; 𝑡 = 1,2, ⋯ , 𝑇   (3-30)  
In this model, the cross-section change is allowed, and the panel unit root test is 
adopted rather than test by each section. It should be noticed that the LLC test is based 
on the ADF test, but it uses ∆𝑦𝑖𝑡 and ∆𝑦𝑖𝑡−1 eliminate the effects of autocorrelation and 
uncertainty of proxy variable. 
The Fisher-ADF test and the Fisher-PP test applied the results of Fisher (1935) to 
construct two statistics by combining the P values of the unit root tests of different cross-
section members, which obeys the chi-square distribution and the normal distribution. 
The null hypotheses and alternative hypotheses of the Fisher-ADF test and the Fisher-PP 
test are the same as the IPS test, the statistics are defined as follows: 
χ2 = 2 ∑ 𝑙𝑜𝑔𝑃𝑖
𝑁
𝑖=1                         (3-31) 
The original hypothesis is that there is a unit root in the panel data. 𝑃𝑖 is the 
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probability value corresponding to the ADF test and the PP test respectively, which can 
prove that the Fisher-ADF test and the Fisher-PP test statistic obey the χ2 distribution 
with the degree of freedom as 2N. 
3.4.5 Cointegration Test 
Panel data co-integration testing methods can be divided into two categories: (1) 
based on Engle and Granger two-step test; and (2) based on the Johansen cointegration 
test. This research uses the most widely used Pedroni test (the first category) and the 
Johansen panel cointegration test in the second category. 
Pedroni (1999) proposed a panel data cointegration test method which is based on 
Engle and Granger two-step method. The method tests the cointegration relationship 
between panel variables by constructing seven statistics based on the regression residuals 
of the cointegration equation. The null hypothesis of this test is that there is no 
cointegration relationship between panel variables, which is defined as follows:  
𝑦𝑖𝑡 = 𝛼𝑖 + 𝛿𝑖 + 𝑥𝑖𝑡
′ 𝛽𝑖 + 𝑢𝑖𝑡 
𝑦𝑖𝑡 = 𝑦𝑖𝑡−1 + 𝑒𝑖𝑡 
𝑥𝑖𝑡 = 𝑥𝑖𝑡−1 + 𝑖𝑡                        (3-32) 
Where 𝛽𝑖 = (𝛽1𝑖, 𝛽2𝑖, ⋯ , 𝛽𝑘𝑖)
′ , 𝑥𝑖𝑡 = (𝑥1,𝑖𝑡, 𝛽2,𝑖𝑡, ⋯ , 𝛽𝑘,𝑖𝑡)
′
 , 𝑡 = 1,2, ⋯ , 𝑇, 𝑛 =
1,2, ⋯ , 𝑁; k is the number of explanatory variables in the model, the parameters 𝛼𝑖 and 
𝛿𝑖 are the individual and trend effect of each section. The Pedroni cointegration test 
assumes that the cross-section individuals are independent of each other and the error 
process 𝑤𝑖𝑡 =  (𝑒𝑖𝑡 , 𝑖𝑡
′ )′ is stable which is close to the covariance matrix Ω𝑖: 
Ω𝑖 = 𝑙𝑖𝑚𝑇→∞𝐸 [𝑇
−1(∑ 𝑤𝑖𝑡
𝑇
𝑡=1 ) (∑ 𝑤𝑖𝑡
＇𝑇
𝑡=1 )] = Ω𝑖
0 + Γ𝑖 + Γ𝑖
′     (3-33) 




0 is the covariance of the same period, Γ𝑖 is the weighted sum of the 
auto-covariance. 
The Engle and Granger two-step method can be used to know that the residual 
sequence is a non-stationary sequence under the null hypothesis that there is no 
cointegration relationship between variables. Therefore, the panel cointegration test based 
on this approach usually utilizes the residual sequence which is obtained from equation 
(3-20), to test whether the residual sequence is a stationary sequence by using the 
auxiliary regression. The form of the auxiliary regression is shown as follows: 
?̂?𝑖𝑡 = 𝜌𝑖?̂?𝑖𝑡−1 + 𝑣𝑖𝑡     𝑖 = 1,2, ⋯ , 𝑁                (3-34) 
Where 𝜌𝑖 is the residual autoregressive coefficient corresponding to the i-th cross-
section individual. The null hypothesis and alternative hypothesis used by the Pedroni test 
has the following two cases: 
{
(1) 𝐻0: 𝜌𝑖 = 1    𝐻1: (𝜌𝑖 = 𝜌) < 1
(2) 𝐻0: 𝜌𝑖 < 0    𝐻1: 𝜌𝑖 < 1
                (3-35) 
The first case mainly tests the cointegration relationship of homogeneous panel 
data, which testing the null hypothesis with four panel statistics: panel variance statistics 
(Panel 𝑣 −Statistics), panel 𝜌 −statistics (Panel 𝜌 −Statistics), panel pp statistic (Panel 
PP-Statistics), and panel t-statistics (Panel ADF-Statistics). The second case mainly tests 
the cointegration relationship of heterogeneous panel data, which including the Group ρ-
Statistics, Group-PP-Statistics, and Group ADF-Statistics. The forms of the seven 
statistics are shown as follows: 
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Panel 𝑣 −Statistics: 








                  (3-36) 
Panel 𝜌 −Statistics: 















𝑖=1   (3-37) 
Panel PP-Statistics: 
𝑍?̂? ≡ (?̃?
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      (3-39) 
Group ρ-Statistics: 






2 ∆?̂?𝑖,𝑡 − ?̂?𝑖)
𝑇
𝑡=1          (3-40) 
Group PP-Statistics: 








2 ∆?̂?𝑖,𝑡 − ?̂?𝑖)
𝑇
𝑡=1       (3-41) 
Group ADF-Statistics: 
?̃?𝑡








∗ )𝑇𝑡=1       (3-42) 
Maddala and Wu (1999) established the Johansen cointegration test method, 
which can be used for panel data. This method calculates the panel statistic by combining 
the results of Johansen cointegration test of each cross-section. Firstly, a separate 
Johansen cointegration test is conducted on each section. Setting 𝜋𝑖 as the statistic of 
characteristic roots of the section i, and then, utilizing Fisher's conclusion to establish the 
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equation for the panel data cointegration test. 
Fisher = −2 ∑ 𝑙𝑛(𝜋𝑖)
𝑁
𝑖=1                      (3-43) 
Where this statistic has a 𝜒2  distribution with two degrees of freedom. If the null 
hypothesis cannot be rejected, it indicates that there is a corresponding number of 
cointegration vectors for the panel data. 
3.4.6 Granger Causality test 
After the unit root and cointegration test, the “causal relationship” can be explored. 
The “causal relationship” can be defined by the dependence between variables. If X is 
helpful in the prediction of Y, or the correlation coefficient between X and Y is statistically 
significant, it can be said that Y is caused by X. Although regression analysis is about a 
dependency relationship of one variable on another, it does not imply the causal relations 
that we usually understand. 
Granger (1969) has proposed a descriptive definition of causality from a predictive 
perspective, which is Granger Causality. Granger (1969) pointed out that if a variable X 
does not contribute to predict another variable Y, then X is not the cause of Y; instead, if 
X is the cause of Y, it must meet the following two conditions:  
First, X should help predict Y. Adding the lagged value of X as an independent 
variable should significantly increase the explanatory power of the regression of Y's 
lagged values of Y.  
Second, Y should not help predict X. Otherwise, it is likely that there are one or 
several other variables, which are both the cause of X changes and the cause of Y changes.  
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The process of Granger Causality test is shown as follows:  
 First Step: verify the null hypothesis: X is not the Granger cause of Y's change. 
𝐻0: 𝛽1 = 𝛽2 = ⋯ 𝛽𝑞 = 0                     (3-44) 
Estimating the following two regression models: 
Unconstrained regression model (u): 




𝑖=1                (3-45) 
Constrained regression model (r): 
 𝑌𝑡 = 𝛼0 + ∑ 𝛼𝑖𝑌𝑡−𝑖
𝑝
𝑖=1 + 𝑡                     (3-46) 
Where 𝛼0 is constant term, p and q are the maximum lag periods of the variables X and 
Y respectively, and 𝑡 is white noise. Then, constructing F statistic with the sum of 




~𝐹(𝑞, 𝑛 − 𝑝 − 𝑞 − 1)                  (3-47) 
Where n is the sample size. If F > 𝐹𝛼(𝑞, 𝑛 − 𝑝 − 𝑞 − 1) , then 𝛽1, 𝛽2, ⋯ , 𝛽𝑞  are 
significantly not equal to 0, the null hypothesis should be rejected. Conversely, the null 
hypothesis cannot be rejected 
 Second Step: exchange the position of Y and X. Verify the null hypothesis: Y is not 
the Granger cause of X's change in the same way. 
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Part A: Quantitative Analysis-Absolute Poverty 
  





4.1 Regional Differences 
4.1.1 Research Background  
In past, the tourism academic researchers have not systematically discussed the 
relationship between tourism development and poverty alleviation, especially its 
differences between regions. In the study of the TLG hypothesis, Stabler, Papatheodorou, 
and Sinclair (2009) argued that it is necessary to clarify whether tourism will generate 
different impacts on destinations according to the characteristics of tourism development 
itself. They explained that tourism could generate a more direct effect for developing 
countries rather than developed countries. Chen and Chiou-Wei (2009) proposed to use a 
comparative approach to explore the regional differences of the TLG hypothesis among 
countries with different income levels and suggested the use of panel data for analysis. In 
view of this, Balaguer and Cantavella-Jordá (2002) further concluded that the TLG 
hypothesis cannot be applied to all countries through testing the long-run relationship of 
tourism development and economic growth in Spain. Similarly, in the case of Latin 
America, Eugenio-Martin, Martín Morales, and Scarpa (2004) emphasized that tourism 
development generated a higher impact on economy growth in low-income countries than 
high-income countries, which suggested that economic development condition of each 
region has an influence on the relationship between tourism and economic growth. 
Although many developing countries have formulated a number of policies and 
projects to promote tourism development to reduce poverty, the regional difference has 
been neglected in anti-poverty research. Among developing countries, the level of 
economic development, the scale of tourism development, and the formulation of policies 
are significantly different. Tourism development is a dynamic process, which will be 




affected by many external factors. Especially for 66 developing countries, some are in the 
process of economic restructuring. This perturbation implies that the effect of tourism 
growth may not always be linear. Lanza and Pigliaru (1995) pointed out that the impact 
of tourism development should be discussed in different groups according to different 
external factors. Understanding whether tourism-poverty nexus has regional differences 
as same as the TLG hypothesis will be an important evidence for the government to 
formulate more targeted development policies. Thus, this chapter mainly examines the 
research question of whether there is a long-term correlation between tourism 
development and poverty alleviation and whether regional differences exist in 66 
developing countries. If so, the specific causal relationship would be further examined for 
providing a decision-making basis for further policy making. In order to clarify the 
regional effect, the 66 developing countries in this chapter are further divided into six 
groups: Asia (22), Europe (16), South America (11), North America (11), Oceania (2) 
and Africa (4) according to the general geographic classification standard. Appendix II 
lists the 66 sample countries and their corresponding geographic locations. 
This section focuses on analysing the different tourism development condition in 
terms of geographical location, and further examining whether there is any obvious 
regional difference in tourism-poverty nexus. The GDP per capita in Figure 4-1 represents 
the basic level of economic development in the sample countries. The growth rate of 
international tourism receipts and the growth rate of international tourism (number of 
arrivals) show the development level of tourism. Employment in services of total 
employment represents the contribution of tourism in the national economy. The four data 
sets in the figure are all average values from 1995 to 2012, which are calculated based on 
the corresponding yearly data from the World Bank. More detailed national data is shown 




in Appendix III. Figure 4-1 shows that the economic condition (GDP per capita) and the 
growth rate of international tourism receipts of European countries are much higher than 
those in other regions. The GDP per capita of Tajikistan ($1,616.45) is the lowest among 
all sample countries while Slovenia ($24,858.91) is the highest. On the other side, it can 
be seen that the growth rate of the number of arrivals is higher in Asia and North America 
than in Europe. Asia reaches 14% while Europe is 9%. In addition, services contribute 
significantly to employment in all six regions; specifically, the services sector in Oceania 
contributes the most to employment. 
 
 































GDP Per Capita, PPP (Constant 2011 International $)
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The Growth Rate of International Tourism (Number of Arrivals)
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(1) Asia and Pacific 
 
Figure 4-2: Research Areas in Asia 
According to UNWTO Tourism Highlights (UNWTO, 2017), Asia and the Pacific 
recorded 308 million international tourist arrivals in 2016, an increase of 9% (24 million) 
from 2015, making it becomes the fastest-growing region in 2016. International tourism 
receipts increased 5% in real terms to US$ 367 billion, US$ 17 billion more than in 2015. 
Asia and the Pacific accounted for 25% of the world’s arrivals and 30% of the world’s 
receipts.  
In South-East Asia (+9%), results were driven by top destinations, namely Thailand 
(+9%), which enjoyed a second year of strong growth, and Vietnam (+26%). Indonesia 
(+15%) and the Philippines (+11%) also reported double-digit growth in 2016 after 
similarly strong results the previous year, while Cambodia reported 5% growth and 
Malaysia 4%. South Asia recorded an 8% increase in international tourist arrivals in 2016, 
driven by India (+10%). Nepal reported a significant 40% increase in arrivals, rebounding 
from poor results in 2015 after the Gorkha and Kodari earthquakes. Sri Lanka (+14%) 
enjoyed its seventh consecutive year of double-digit growth, while the island destination 
of the Maldives reported an increase of 4%. 




In Oceania (+9%), the Northern Mariana Islands and Guam enjoyed 11% and 9% 
growth respectively, while Fiji reported a 5% increase in arrivals. 
In the view of poverty reduction, China’s continued recognition of tourism as an 
effective development tool as well as its special focus on rural tourism has received praise 
from the UNWTO. Data from Chinese tourism authorities show that between 2011 and 
2014, more than 10 million people, or 10% of the poverty-stricken population, were lifted 
out of poverty through tourism. In view of this impact, Chinese authorities are launching, 
within China’s 13th Five-Year Plan Period, a nationwide tourism development plan to lift 
17% of the country’s impoverished population out of poverty by 2020.  
In addition, despite domestic poverty reduction project, the UNWTO conducted the 
ST-EP Project in Vietnam, Laos, Cambodia, and China as shown in Table 4-1. 
 
  




Table 4-1: ST-EP Project Portfolio o of Research Countries (Asia and Pacific) 





Promoting Pro-Poor Sustainable Tourism 
for Livelihood Improvement and 
Biodiversity Conservation in Coastal Tam 




Tourism and Handicraft Development in 





Upgrading Local Facilities to Promote 
Community-based Elephant Tourism and 





Canopy Walkway and Zip Line: a new 








SNV Capacity Building in Conservation 




ST-EP Foundation Village-based Tourism Development in 











Great Himalaya Trail Development in 
West Nepal: Linking formal and informal 





Mekong Discovery Trail and Tourism 









Community-based ecotourism in Preah 
Rumkel and Borey Osvay 
IUCN Netherlands: National Committee of the Netherlands 
ST-EP Foundation: Sustainable Tourism - Eliminating Poverty Initiative Foundation 
SNV: Netherlands Development Organisation 




(2) North America and South America  
According to the UNWTO Tourism Highlights (2017), South America (+7%) 
continues to lead growth in the Americas, where arrivals overall increased by 3%, while 
North America welcomed 2% more arrivals. International arrivals in the Americas grew 
by 7 million (+3%) in 2016 to reach nearly 200 million, equivalent to 16% of the world 
total.  
North America, which accounts for two-thirds of all arrivals in the region, recorded 
2% growth in 2016. Mexico (+9%) enjoyed strong travel demand from the US, supported 
by the favourable exchange rates of their currencies against the US dollar. In the United 
States (-2%) arrivals declined slightly. Results in South America (+7%) were led by Chile 
(+26%), which reported its third straight year of double-digit growth. Colombia (+11%) 
and Uruguay (+10%) also boasted double-digit growth, while Peru (+8%) continued to 
enjoy a strong momentum. Brazil reported a 4% growth in arrivals after hosting the Rio 
2016 Olympic and Paralympic Games, while Ecuador suffered a moderate decline in the 
aftermath of the April earthquake, which affected some coastal areas. 
In the view of poverty alleviation, Guatemala, Honduras, Inca Trail, Bolivia, Chile, 
Peru, and Ecuador received an attention from the UNWTO ST-EP Project as shown in 
Table 4-2. For example, for the project in Nicaragua, the Nicaraguan Association of 
Cooperatives (CLUSA) organized workshops based on "learning by doing" methods to 
train small producers in various production techniques with the objective of achieving the 
quality standards required by hotels and restaurants. Relations were subsequently 
established between the small hotels of the HOPEN network, restaurants and supermarket 
chains. The initial idea is to develop an inclusive business plan, including the creation of 
a system of supplying fruits and vegetables sourced from local producers to hotels in 




Managua and its region. This project has been recommended by the UNWTO for poverty 
reduction, because of the supply of goods and services by the poor or by enterprises 
employing poor people, with the aim of avoiding economic leakages and thus generating 
higher income for the local economic circuit. 
 
Figure 4-3: Research Areas in North America and South America 
 
 
Table 4-2: ST-EP Project Portfolio of Research Countries (America) 
North America 















Strengthening Community-based Tourism 





Establishing Linkages between Garifunas 





Building Capacities for Sustainable Tourism 
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Effective Destination Management along the 
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Strengthening Rural Community-based 
Tourism in Puno within the Framework of 
Effective Destination Management along the 
Inca Trail (Qhapac-Ñan Project) 
Bolivia 
(2006-2007) 




SNV Improving Local Guiding Services in San 























New Technologies for Communication and 
Competitiveness for Tourism Microenterprises 
Inca Trail* located in Argentina, Bolivia, Chile, Ecuador and Colombia 




(3) Europe  
 
Figure 4-4: Research Areas in Europe 
The European Commission and the World Tourism Organization (UNWTO) have a 
long-standing history of cooperation in the field of tourism. According to the report of 
European Union Tourism Trends (UNWTO, 2018a) and the World Tourism Barometer 
(UNWTO, 2018b), the results showed the following. 
 Europe is maintaining its leadership in the global tourism market. International 
tourist arrivals (overnight visitors) reached 1,239 million worldwide in 2016, 
generating euro 1,107 billion in receipts in destinations. Tourism today 
accounts for 10% of global Gross Domestic Product (GDP), 7% of world 
exports and one in ten jobs worldwide. 
 Europe is the world’s largest source region for outbound tourism, generating an 
estimated 618 million arrivals, half of the world’s total, in destinations 
worldwide in 2016. Four out of the top ten source markets in the world are 
located in the European Union: Germany, the United Kingdom, France and 
Italy. 




 Tourism is an important sector in the European Union. In 2017, Europe 
recorded the highest growth in international tourism receipts, with an increase 
of US$50 billion to reach 512 billion, which constitutes 38% of the world’s 
international tourism receipts. In addition, tourism contributes 10% to EU GDP 
and creates jobs for 26 million people, in particular for young people, women, 
and people from a migrant background. 
On the other hand, anti-poverty tourism does not seem to receive widespread 
attention. Only two corresponding ST-EP projects have been conducted in Europe, which 
is Sustainable Tourism Legislation and Korca Region Tourism Destination Development 
(founded by SNV) and Management Programme (founded by SNV and ST-EP 
Foundation). 
 






Figure 4-5: Research Areas in Africa 
According to the UNWTO Tourism Highlights (UNWTO, 2017), international 
tourist arrivals in Africa increased by 8% in 2016, representing a strong rebound after a 
weaker performance in 2014 and 2015. The region welcomed 58 million international 
tourists in 2016 (5% of the world total), 4 million more than in 2015, earning US$35 
billion in international tourism receipts (3% share), an increase of 8% in real terms. South 
Africa enjoyed 13% growth in international arrivals, partly thanks to simpler visa 
procedures. Kenya (+17%) and Tanzania (+16%) also boasted double-digit growth in 
2016, rebounding from weaker figures in 2015. In North Africa (+3%) the recovery 
started in the third quarter of 2016, thanks to a change in trend in Tunisia (+7%) and 
Morocco (+2%). The strengthening of security, as well as the gradual recovery of the 
Russian market and the redirection of tourism flows from other troubled destinations, 
contributed to these results. 




In the view of poverty alleviation, the UNWTO conducted ST-EP projects in Congo-
Nile Trails, Kenya, Ethiopia, Ghana, Bosnia, and Herzegovina etc., which were 
implemented through the generous support from the Korea Tourism Organization (KTO), 
the ST-EP Foundation, SNV, and so on. However, no ST-EP projects were launched in 
the four research countries. The ST-EP projects in Africa mainly focused on tour guiding, 
food, and beverage services, food preparation and housekeeping. For example, the project 
titled “Enhancing Participation of Youth and Women in the Tourism Sector at Victoria 
Falls” aims to build capacities of women and young people in Victoria Falls to make a 
career in tourism and to strengthen the capacity of tourism Small and Medium Enterprises 
(SMEs) in the area.  




4.1.2 Data, Variables, and Empirical Estimations  
So far, the discussion about the long relationship between tourism growth and 
poverty reduction has yet to produce a consistent conclusion. Developing countries have 
established a number of policies and measures to promote tourism development, with 
many direct or indirect financial plans also providing financial support. However, as 
analyzed before, the tourism scale and development level of the 66 developing countries 
are quite different, which leads to different paradigms of the impact of tourism on poverty 
reduction. The unified policy may lead to a decrease in efficiency. Therefore, this chapter 
will mainly estimate whether there is a long-term correlation between tourism growth and 
poverty reduction in the 66 developing countries under the classical linear hypothesis. 
Specifically, this correlation will be explored in terms of geographic area with different 
economic development levels and causal relationships to provide a decision-making basis 
for policymaking in the further. 
Tourism receipts current US$ (TR) are used as the tourism variable, and headcount 
ratio (H) is used as the poverty variable. All data is downloaded from the online database 
of the World Bank World-Development Indicators. 
The estimate begins with unit root tests, such as LLC, IPS, and ADF, to test the 
stability of the data. Table 4-3 presents the results of the unit root test, showing that PG 
and H are stationary sequences while TR includes a unit root. After transforming TR into 
(log) form, all sequences become a stationary sequence. Based on this result, the H, and 
TR can be further examined in panel cointegration. 
  




Table 4-3: Results of the Panel Unit Root Test 
Testing Methodology: Individual Intercept &Trend Statistical Value 
 Variable LLC IPS ADF 
Europe H -11.00 (0.00) -3.50 (0.00) 72.45 (0.00) 
 TR -0.04 (0.86) -0.52 (1.00) -2.43 (0.28) 
 (Log)TR -0.75 (0.00) -3.99 (0.00) -4.88 (0.00) 
Asia H -12.49 (0.00) -2.40 (0.00) 36.97 (0.00) 
 TR 0.61 (0.99) 0.01 (1.00) -1.67 (0.99) 
 (Log)TR -4.37 (0.00) -4.37 (0.25) 35.09 (0.03) 
South America H -7.301 (0.00) -0.49 (0.00) 50.92 (0.00) 
 TR 1.34 (0.91) 2.43 (0.99) 10.55 (0.98) 
 (Log)TR -1.15 (0.00) -3.41 (0.00) -4.36 (0.00) 
North America H -12.78 (0.00) -2.36 (0.00) 36.57 (0.00) 
 TR 1.79 (0.96) 0.69 (0.75) 26.18 (0.24) 
 (Log)TR -4.37 (0.00) -0.65 (0.257) 35.09 (0.04) 
Note: Figures in parentheses are p-values. 
Next, the following equation is established: 
 
H𝑖𝑡 = 𝑎1𝑖 + 𝑎2𝑖𝑇𝑅𝑖𝑡 + 𝛿𝑖𝑡 + 𝑖𝑡                        (4-1) 
This equation allows for the existence of differences between cointegration vectors 
among countries, and further considers the section effect (𝑎1𝑖) and trend effect (𝛿𝑖𝑡). The 
inclusion of the trend effect is to describe the changes in the international environment, 
such as the financial crisis, which was experienced by the sample countries. The main 
advantage of this cointegration regression equation is that it takes the heterogeneity, the 
fixed cross section effect, and the trend effect into account. Table 4-4, 4-5, and 4-6 report 
the results of the Pedroni panel cointegration test, Kao residual cointegration test, and 
Johansen cointegration test, respectively. Table 4-4 shows that most of the statistics in 




Europe, Asia, and North America are significant, rejecting the null hypothesis that there 
is no cointegration relationship. However, the statistics of South America shows that the 
null hypothesis cannot be rejected. Africa and Oceania are not estimated since their 
samples are too small to be examined. The Johansen panel cointegration test further 
proves the hypothesis that there is at least one cointegration relationship between H and 
TR in Europe, Asia, and North America. 
 
Table 4-4: Results of the Pedroni Panel Cointegration  







































































Note: Figures in parentheses are p-values. 
 
  




Table 4-5: Results of the Kao Residual Cointegration Test 









Note: Figures in parentheses are p-values. 
 
Table 4-6: Results of the Johansen Panel Cointegration 
 Fisher Stat.* 
(from trace test) 
Fisher Stat.* 
(from max-eigen test) 
 None At most 1 None At most 1 
Europe 80.11 (0.00) 66.09 (0.00) 61.72 (0.00) 66.09 (0.00) 
Asia 46.19 (0.00) 36.90 (0.00) 33.79 (0.00) 36.90 (0.00) 
South America 34.03 (0.01) 22.69 (0.20) 29.74 (0.04) 22.69 (0.20) 
North America 22.68 (0.03) 31.41 (0.00) 14.78 (0.25) 38.01 (0.00) 
Note: Figures in parentheses are p-values. 
 
Next, the Granger Causality test is conducted in the regions where a long-term 
cointegration relationship exists to determine the short-run relationship between tourism 
growth and poverty reduction. Table 4-7 shows the results of the Granger Causality test 
in Europe, Asia, and North America. The results indicated that there is only a two-way 
causal relationship between tourism growth and poverty reduction in Asia, and there is 
no causal relationship in Europe and North America. This may benefit from the strong 
support of Asia in anti-poverty tourism development these years. 
  




Table 4-7: Results of the Granger Causality Test 
 H0: H does not Granger 
Cause (Log) TR 
H0: Log (TR) does not 
Granger Cause H 
Lag 
Europe 0.20 (0.89)  0.50 (0.68)  3 
Asia 3.90 (0.01)  2.92 (0.23)  3 
North America 2.24 (0.11)  0.18 (0.83) 2 
Note: Figures in parentheses are p-values. 
 
4.1.3 Results and Implication  
With the exception of South America, long-term cointegration relationship exists in 
Asia, Europe, and North America. Therefore, policymakers in Asia, Europe, and North 
America do not need to pay extra attention to poverty alleviation. As long as the tourism 
industry is developed sustainably according to the current development path, the poor 
will naturally benefit from it. For South America, meanwhile, it is necessary to strengthen 
the relationship between tourism development and poverty alleviation, so that the poor 
can benefit from tourism development. 
In the short-term analysis, only Asia has a one-way causal relationship. This means 
that the rate of change in tourism income leads to a change in the poverty headcount ratio. 
This implies that the effect on overall poverty reduction will be more significant if further 
efforts are made toward anti-poverty tourism development. The conclusions of this 
chapter show the regional differences of tourism-poverty nexus, which have certain 
implications for adopting varied tourism development strategies. 
  




4.2 Tourism Scale (Tourism Specialization) 
4.2.1 Research Background  
The literature review and the results of Chapter 6 indicated that tourism development 
has the potential to reduce poverty levels, but the poverty alleviation impact of tourism 
does not always receive unanimous support. Further, a number of limitations are also 
identified. First, the previous studies are deficient in insight and analysis from a global 
perspective by being case study-based, despite their stress on the positive effects of 
tourism growth on poverty alleviation. As Winters, Corral, and Mora (2013) argued, it is 
hard to confirm the tourism-poverty nexus because there are only several case studies. In 
addition, no studies touch upon the heterogeneous effect of tourism on poverty reduction 
in terms of tourism specialization.  
As Tourism is a labour-intensive rather than a technology-intensive industry, it is 
essentially unrelated to the theory of endogenous growth which regards technological 
progress, knowledge spill-over, and externalities as the main driving forces of economic 
growth. More poor people may benefit from tourism development through enhancing 
tourism scale because of its relatively low entry barriers. With the increasing scale of the 
tourism sector and an increasing degree of tourism specialization level, it may compensate 
the tourism’s lack of technological progress and knowledge accumulation, however, this 
may continuously improve the threshold to the poor people for gaining benefits from 
tourism. 
In the view of the overall national economic structure, the phenomenon of the 
“resource curse” may easily appear in a country which highly relies on tourism 
development, which may result in a decline in its manufacturing. Similarly, the difficulty 




in structural optimization in an industry-based economy may also emerge as a problem if 
service industries such as tourism are ignored. This indicates that more aspects of tourism 
than the size of the tourism sector should be considered with respect to the analysis of the 
tourism growth effect on poverty alleviation. Vanegas et al. (2015) also suggested that 
the study of the nexus of tourism and poverty reduction would become more practical in 
terms of the economic structure of a country. However, there is insufficient emphasis laid 
on the estimation of tourism specialization in anti-poverty tourism research. 
Thus, because of the limited researches on the subject, this chapter focuses on the 
macroeconomic perspective to figure out the relationship between tourism growth and 
poverty alleviation. It is of critical importance to adopt global panel data and unravel the 
research question of whether specialization of the tourism sector contributes to overall 
poverty reduction in anti-poverty research. 
  




4.2.2 Data, Variables, and Empirical Model 
For tourism data, this part also uses international tourism receipts (TR) and 
international tourism arrivals (TA) to express the tourism variable. Because tourism data 
is only available from 1995, the sample period begins from 1995. Poverty gap (PG) and 
the poverty headcount ratio (H) are used to express poverty. For tourism specialization, 
the inbound tourism income as a percentage of GDP (TS) is calculated using annual 
statistics data from the World Bank. Since GDP growth (GDPG) is usually regarded as 
one of the most important factors of poverty alleviation, this research also adds GDPG in 
the estimation model. All data is downloaded from the online database of the World Bank 
World-Development Indicators. 
The results of the group unit root test, LLC test, IPS test, ADF test, and PP test are 
presented in Table 4-8: the headcount ratio, poverty gap and GDP growth are stationary 
series at the 1% level. After changing tourism receipts, tourism arrivals and tourism 
receipts/GDP into the log-form, then all series are stationary at the 1% level. Therefore, 
this chapter uses headcount ratio, poverty gap, (log) tourism receipts, (log) tourism 
arrivals, GDP growth rate, and (Log) tourism receipts/GDP to assess the empirical model. 
  




Table 4-8: Group unit root test: Summary (Exogenous variables: Individual effects) 
 Testing methodology: individual intercept and trend 
Statistical value (P value) 
 Levin, Lin & 
Chu t* 
Im, Pesaran and 
Shin W-stat 
ADF - Fisher 
Chi-square 
PP - Fisher 
Chi-square 
H -20.4 (0.00) -10.4 (0.00) 207.2 (0.00) 300.9 (0.00) 
PG 300.9 (0.00) -4.6 (0.00) 220.0 (0.00) 322.0 (0.00) 
TR 1.2 (0.89) 1.8 (0.97) 131.8 (0.44) 74.9 (1.00) 
TA -1.8 (0.03) 1.0 (0.84) 147.1 (0.15) 127.0 (0.56) 
TS* -2.4 (0.00) -1.3 (0.09) 179.9 (0.00) 126.6 (0.57) 
GDP growth -13.1 (0.00) -10.2 (0.00) 325.3 (0.00) 437.5 (0.00) 
(Log) TR -4.5 (0.00) -3.0 (0.00) 178.0(0.00) 131.9 (0.43) 
(Log) TA -4.9 (0.00) -2.5 (0.00) 187.4 (0.00) 165.9 (0.01) 
(Log) TS -4.7 (0.00) -3.3 (0.00) 198.4 (0.00) 164.7 (0.02) 
Note: Figures in parentheses are prob.* -values. 
 
Table 4-9 and 4-10 report the summary descriptive statistics and correlation among 
variables, respectively. First, the data demonstrates that the poverty gap ratio of the 
sample countries is diverse from 0% to 31%. The mean and standard deviation of other 
variables are also reported in Table 4-9. Furthermore, in Table 4-10, two poverty ratios 
have a high correlation of 0.912. Moreover, poverty ratio and tourism variables show a 
negative correlation, which gives a hint as tourism contributing to reducing poverty, 
although it does not indicate causality between two variables. As expected, a country’s 
level of tourism development, and tourism specialization (tourism receipts per GDP) are 
negatively associated with poverty ratio. However, GDP growth does not show 
significant negative correlation with poverty ratio. 
  




Table 4-9: Descriptive Statistics 
Variable Mean Std. Dev. Min Max Observations 
H 11.50 13.57 0 76.02 830 
PG 4.18 5.54 0 31.07 825 
(log) TS -4.67 1.35 -8.91 -0.77 1132 
(log) TA 13.88 1.87 8.01 17.87 1107 
(log) TR 20.37 1.93 14.56 24.64 1143 
GDP growth (annual %) 4.31 4.29 -16.71 20.66 1172 
 
Table 4-10: Correlation among Variables 
 









     
PG 0.91 1 
    
(log) TS -0.45 -0.38 1 
   
(log) TA -0.45 -0.48 0.18 1 
  




0.06 -0.01 -0.05 0.01 0.01 1 
 
  




The panel regression Equation is established as follows to investigate the effect of 
tourism on the national poverty ratio of 66 emerging and developing countries from 1995 
to 2012: 
Equation (1) 
𝑃𝑜𝑣𝑒𝑟𝑡𝑦𝑖𝑡 = α + 𝛽1𝑇𝑜𝑢𝑟𝑖𝑠𝑚𝑖𝑡 + 𝛽2𝐺𝐷𝑃𝐺𝑖𝑡 + ε𝑖𝑡        (4-2) 
Where 𝑃𝑜𝑣𝑒𝑟𝑡𝑦𝑖𝑡 , the dependent variable, is the poverty gap at $1.90 a day 
(constant 2011 PPP) of the country i in the year t. The poverty headcount ratio at $1.90 a 
day is selected as an alternative variable of 𝑃𝑜𝑣𝑒𝑟𝑡𝑦𝑖𝑡; Tourism𝑖𝑡, the main variable of 
this part, is the international tourism receipts. The international number of arrivals is 
selected as an alternative variable of Tourism𝑖𝑡 ; GDPG𝑖𝑡  is the GDP growth rate, a 
vector of the variable that affects the poverty ratio; α is the constant term and ε𝑖𝑡 is the 
random error term. 
Equation (1) assumes that the impact of tourism on poverty is the same for all sample 
countries over time. However, whether the specialization of the tourism sector may have 
changed the effect of tourism on poverty is still unknown. In order to test this predication, 
Equation (2) includes an interaction term for tourism variable with the tourism 
specialization level (TS) by extending Equation (1) as follows: 
Equation (2): 
𝑃𝑜𝑣𝑒𝑟𝑡𝑦𝑖𝑡 = α + 𝛽1𝑇𝑜𝑢𝑟𝑖𝑠𝑚𝑖𝑡 + 𝛽2𝑇𝑜𝑢𝑟𝑖𝑠𝑚𝑖𝑡 ∗ 𝑇𝑆𝑖𝑡 + 𝐺𝐷𝑃𝐺𝑖𝑡 + ε𝑖𝑡 (4-3) 
TSit is the tourism specialization level, which is calculated by tourism receipts/GDP.  
According to data from 1995 to 2012, the corresponding pooled model, the fixed 
effects model and random effects model are first established. Depending on F-test of the 
fixed effects model, establishing the fixed effect model is more reasonable than the pooled 




model. Then, as the Hausman statistic value is 77.62, and the corresponding probability 
is 0.00 less than 0.05, the null hypothesis is rejected. Therefore, the fixed effects model 
is selected to establish. By considering the influence of global events such as a financial 
crisis, finally, the time entity fixed effect model is selected as the empirical model to 
investigate the tourism effect on poverty alleviation. 
According to the above analysis, the empirical model between poverty and tourism 
receipts among the 66th low-income countries during the period from 1995 to 2012 is 
established as the following: Equation (3) and Equation (4). k𝑖 is the country fixed effect, 
which captures a country’s unobserved and time invariant characteristics. Further, f𝑡 is 
the year fixed effects (year dummy). The results of the group unit root test suggest that 
TR, TA, TS are non-stationary series. By converting the non-stationary series into log 
form, all these non-stationary series turn to be stationary at the 1% level. Therefore, this 
part uses the poverty headcount ratio (H), poverty gap (PG), log tourism receipts (lnTR), 
log tourism arrivals (lnTA), GDP growth rate (GDPG), and log TS (lnTS) to assess the 
empirical model. The final empirical models are established as follows:  
Equation (3): 
    𝑃𝑜𝑣𝑒𝑟𝑡𝑦𝑖𝑡 = 𝛼 + 𝛽1𝑙𝑛𝑇𝑜𝑢𝑟𝑖𝑠𝑚𝑖𝑡 + 𝛽2𝐺𝐷𝑃𝐺𝑖𝑡 + 𝑘𝑖  +𝑓𝑡 +  𝑖𝑡      (4-4) 
 
Equation (4): 
    𝑃𝑜𝑣𝑒𝑟𝑡𝑦𝑖𝑡 = α + 𝛽1𝑙𝑛𝑇𝑜𝑢𝑟𝑖𝑠𝑚𝑖𝑡 + 𝛽3𝐺𝐷𝑃𝐺𝑖𝑡 + 𝛽2𝑙𝑛𝑇𝑜𝑢𝑟𝑖𝑠𝑚𝑖𝑡 ∗ 𝑙𝑛𝑇𝑆𝑖𝑡 + k𝑖  +𝑓𝑡 +  ε𝑖𝑡 
(4-5) 
  




4.2.3 Empirical Results 
Table 4-11 and Table 4-12 present the estimation results for determinants of poverty 
ratios of developing countries during the sample period. The columns of Equation (3) and 
Equation (4) show the corresponding results of estimating fixed effects models: Equation 
(3) and Equation (4), which absorb all time-invariant determinants of the national poverty 
ratio. Equation (4) considered the interaction term of tourism and tourism specialization. 
In Table 4-11, the dependent variable of the poverty headcount ratio is first estimated. 
According to Equation (3), the estimated coefficients on both two types’ tourism variables 
are negative and statistically significant. This implies that an increase in total tourist 
expenses is related to a decrease in the poverty ratio, and the effect of tourism on poverty 
alleviation is statistically significant. Note that country fixed effects soak up all 
geographic controls. In Equation (4), the interaction term between tourism and tourism 
specialization is adopted. And the estimated coefficients of tourism receipts and its 
interaction term with tourism specialization turn out to be positive. The results 
demonstrate that the effect of tourism on the poverty ratio is weakened by tourism 
specialization. The marginal effect of lnTR on the poverty ratio in Equation (4) of Table 
7-10 is calculated as −14.80lnTR𝑖𝑡 + 0.97lnTR ∗ lnTSit . Since  β2  is positive, the 
marginal effect of tourism on poverty ratio will decrease with the increase of tourism 
specialization.  
After changing the dependent variable from the poverty headcount ratio to the 
poverty gap, the result still appears similar. The estimated coefficients of both two types’ 
tourism variables in Equation (3) and Equation (4) in Table 4-12 are all significantly 
negative. This implies that an increase in tourism scale (tourism growth) statistically has 
a significant correlation with poverty alleviation. Additionally, the interaction term 




between tourism and tourism specialization turns out to be positive and statistically 
significant in terms of tourism receipts. In more details, the effects of lnTR decrease the 
poverty gap ratio while an increase level of tourism specialization will weaken this effect. 
The alternative tourism variable, tourism arrivals, is also used in the estimation, which is 
presented in Table 4-12. 
Table 4-11: Estimation Results Based on Poverty Headcount Ratio 
 
  
Poverty Variable : Poverty Headcount Ratio at $1.9 A Day (% of Population) 
Tourism Variables lnTR lnTA 
 Equation (3) Equation (4) Equation (3) Equation (4) 




















Fixed Effects YES YES YES YES 
Observations 803 803 802 783 
R-squared 0.87 0.81 0.91 0.87 
Note: Constant term is included but not reported. ***, **, and * indicate that the 
estimated coefficients are statistically significant at 1%, 5%, and 10% respectively 




Table 4-12: Estimation Results Based on Poverty Gap 
 
In sum, the message of this part is clear; the effect of tourism on the poverty ratio 
hinges on the level of tourism specialization. In other words, the effect of tourism on the 
poverty ratio does not increase with the expansion of tourism specialization. 
  
Poverty Variable : Poverty Gap 
Tourism Variables lnTR lnTA 





















Fixed Effects YES YES YES YES 
Observations 779 798 797 779 
R-squared 0.74 0.86 0.87 0.86 
Note: Constant term is included but not reported. ***, **, and * indicate that the 
estimated coefficients are statistically significant at 1%, 5%, and 10% respectively 




4.2.4 Robust Test 
The fixed effects model can control the unobserved individual effects and the 
problem of missing variables, which cannot be solved by the mixed effects and random 
effects models. However, tourism growth, as a core explanatory variable in this part, may 
have endogenous problems on account of a possible causal relationship between tourism 
growth and poverty alleviation. Tourism growth is conducive to the alleviation of poverty, 
which itself (such as relatively low price indices) will in turn inure to the benefits of 
tourism growth. To reinforce the robustness of the results, this part further implements 
the Instrumental Variable (IV) to overcome the endogenous problem. Since the 
endogenous explanatory variable is related to its lagged variable while its lagged variable 
may be irrelevant to the current perturbation term, the usage of lagged variables as IVs 
has been widely adopted, especially when it is hard to find strictly exogenous IVs. 
Therefore, this part selects the variables lnTA lagged by one and two periods, interaction 
term (𝑙𝑛𝑇𝑅𝑖𝑡 ∗ 𝑙𝑛𝑇𝑆𝑖𝑡) lagged by two periods, and ln (TR/TA) lagged by three periods, 
as the instrumental variables of lnTR and the interaction term (𝑙𝑛𝑇𝑅𝑖𝑡 ∗ 𝑙𝑛𝑇𝑆𝑖𝑡).  
Table 4-13 reports the estimations with the Two-Stage Least Squares (2SLS) and 
Fixed-effects within IV regression for two poverty ratios on Equation (4). Fixed-effects 
(within) IV Regression is first conducted to examine the endogenous problem of the 
regression variables. According to the Davidson -MacKinnon test, the results suggest that 
Fixed-effects (within) IV Regression are consistent overall with OLS, which implies that 
endogenous problems have little effect on the OLS estimates. In addition, the under-
identification test (Anderson canon. corr. LM statistic), weak identification test (Cragg-
Donald Wald F statistic), and over-identification test (Sargan statistic) based on 2SLS, all 
prove the reasonability of the selected IVs. In sum, the results with the alternative 




measurement in Table 4-11 are consistent overall with the baseline results in Table 4-11 
and 4-12. Again, with the inclusion of the interaction term in Equation (4), the estimated 
coefficients of tourism arrivals are maintaining negative while its interaction term with 
tourism specialization turns out to be positive. 
This estimate indicates that tourism growth has positive influences on poverty 
reduction, while this positive effect will be weakened by the increase of tourism 
specialization, which is constant with the findings of Table 4-11 and 4-12. In addition, 
the result presented in Table 4-13 is preferred, which gives the better significance of the 
variables. Hence, this part confirms that tourism contributes to reducing poverty ratio, 
while this effect has a negative correlation with the level of tourism specialization. 
 
  




Table 4-13: Estimation Results Based on Alternative Measurements 
 
  
Tourism Variable: lnTR 
Dependent 
Variables 



















































canon. corr. LR 
statistic 
 75.64 
(P-value = 0.00) 
 38.88 
(P-value = 0.00) 
Cragg-Donald F 
statistic 
 21.46  
(Bias less than 
5% of OLS) 
 10.30 
(Bias less than 
10% of OLS) 




Fixed Effects YES YES YES YES 
Observations 663 663 670 672 
Centered R2 0.77 0.78 0.67 0.72 
Note: 1) Constant term is included but not reported. ***, **, and * indicate that the estimated 
coefficients are statistically significant at 1%, 5%, and 10% respectively. 2) IVs: L1.lnTA; 
L2.lnTA; L2.(𝑙𝑛𝑇𝑅𝑖𝑡 ∗ 𝑙𝑛𝑇𝑆𝑖𝑡); L3.ln (TR/TA) 




4.2.5 Implication and Summary 
From the macroeconomic perspective, this chapter examined the impact of tourism 
on reducing the poverty rate in developing countries and whether the levels of a country’s 
tourism specialization have varied influences on tourism itself and on poverty alleviation. 
It is significant as only a few researchers have reported the impact of tourism on poverty 
alleviation from the macro-economic perspective, especially from the angle of tourism 
specialization. This chapter offered significant insights and another piece of evidence to 
the debate on the tourism-poverty nexus and national policies about tourism development. 
The results of this chapter show that tourism has a positive effect on poverty alleviation, 
while the marginal effect of tourism on poverty alleviation varies across countries with 
regard to their level of tourism specialization.  
One possible reason why countries with a relatively high tourism specialization level 
cannot benefit from tourism in decreasing the poverty ratio might be an unreasonable 
industrial structure. Algieri (2006) stated that the tourism industry specialization could 
promote economic growth only when the substitution elasticity between manufactured 
goods and tourism product is less than 1. On the other hand, in countries with a relatively 
high level of tourism specialization, the development of tourism does not seem to exert 
influence on the poor. Moreover, Desforges (2000) provided another possible explanation 
in Peru. Desforges stressed that tourist arrivals did result in some macroeconomic benefits 
between 1992 and 1996, while the agricultural sector has decreased in size and poverty 
has been entrenched. Therefore, countries with a high tourism specialization level tend to 
experience a decreasing marginal effect of tourism on poverty alleviation on the national 
level. 




The implication of this chapter is that tourism is an important tool to reduce poverty 
ratio in many developing countries. However, tourism growth does not guarantee to 
provide an equal effect on alleviating extreme poverty in all developing countries. In 
order to achieve the goal of pro-poor tourism, policymakers should regulate their 
country’s tourism specialization level by adopting tourism development policies. They 
are also expected to take the overall situation into consideration by coordinating tourism 
development with other economic sectors appropriately while avoiding shrinking other 
industries.  
Despite the initiations in this study, the limitation of it lies in the discussion limited 
to the economic structure within a country. According to the endogenous growth theory, 
the specialization of internal tourism industry (the diversification of tourism structure) is 
the intrinsic motivation for tourism’s sustainable growth. Therefore, future research needs 
to examine whether diversification of the tourism structure could influence the impacts 
of tourism on poverty alleviation. 
  




4.3 Heterogeneous Effects 
4.3.1 Research Background  
The positive effect of tourism growth on poverty alleviation has been verified in 4.2. 
Furthermore, Vanegas et al. (2015) found a higher poverty reduction effect is found on 
tourism than agriculture in Costa Rica and Nicaragua by considering the impact of 
agricultural, manufacturing and tourism development on extreme poverty reduction. The 
positive correlation between tourism development and poverty alleviation also has been 
found in Central American countries such as Nicaragua and Costa Rica (e.g., Croes and 
Vanegas, 2008; Croes, 2014; Vanegas, Gartner, and Senauer, 2015).  
However, so far research on the impact of tourism development on poverty 
alleviation has always regarded poverty as a whole, which ignored the inner differences 
within poverty. Regarding all poor countries as a whole is more likely to have skewed 
results. According to TLG studies, the effect of tourism is not constant with different 
income groups. By adopting a panel data approach and the Arellano-Bond estimator for 
dynamic panels, Eugenio-Martin et al. (2004) found that tourism only leads to economic 
growth in medium or low-income countries of Latin American. Blake, Arbache, and 
Sinclair (2008) considered the impacts of tourism on different households in Brazil by 
using a computable general equilibrium model (CGE). The result showed that tourism 
has a positive effect on all income groups while the lowest income group benefits less 
than some higher income groups. Carrascal Incera, Fernández Fernández, and Pereira 
López (2015) confirmed the distributive effects of tourism through a social accounting 
matrix (SAM) model of Galicia. The analysis has been focused on the changes in 
household earnings and government revenues, and they concluded that tourism 




contributing to a slight increase in income inequality and relative wealthy households 
benefit more than low income group. Thus, tourism is not equally growth-conducive in 
all areas. However, this problem has been neglected in anti-poverty tourism research.  
In addition, recent literature on the nexus of tourism and poverty has been conducted 
by two types: case studies at a microlevel and empirical tests at a macro-level. However, 
neither macro-level nor micro-level research has distinguished the difference between 
international tourism arrivals and receipts. Despite the ongoing debate about its definition, 
tourism is predominantly measured by tourism receipts and arrivals from the demand side 
(Song, Li, Witt, & Fei, 2010). Tourism receipts means money paid by visitors when 
visiting a country, whereas tourism arrivals refers to the numbers of visitors. By including 
the tourism multiplier effect and radiation effect, most frameworks about tourism impact 
researches considered increasing tourism receipts rather than tourism arrivals. Although 
tourism receipts and arrivals are highly correlated, the special case can be found in the 
Visiting Friends and Relatives (VFR) market. For the tourists whose visiting purpose is 
to meet friend or relatives, their expenditures are usually low as they are staying with 
family or friends, while other types of tourists are paying for accommodation and meals. 
Thus, according to the trickle-down theory, a low level of tourism receipts may be seen 
as one of the reasons for a weak poverty reduction effect, which lessens the direct, 
secondary, and dynamic effects of tourism on poverty alleviation. Indeed, tourism 
receipts matter for economic growth and poverty alleviation, and earning tourism receipts 
could be used as a tool to reduce poverty based on appropriate policies focusing on the 
labor market and human resource development (Saayman, Rossouw, & Krugell, 2012). 
Also, the three pathways to benefit the poor through tourism activity, which are proposed 
by Jonathan Mitchell and Caroline Ashley (2007), also set the premise of tourism receipts 




growth. However, a number of different experiences are found on poverty alleviation in 
micro level qualitative researches. For instance, Gascón, (2015) analysed an unequal 
distribution of tourism income in the case study of Amantaní Island in Perú. Gascón 
concluded that the high-income social sector mainly controlled the tourism industry and 
tended to increase their economic power instead of sharing tourism benefits to other social 
sectors. Similar situations also can be found in Cape Town in South Africa (Smith, 2011), 
Thailand (Wattanakuljarus & Coxhead, 2008), Turkey (Tosun, Timothy, & Öztürk, 2003), 
and Central Africa (Maathai, 2011) etc. Novelli & Hellwig (2011) highlighted the 
question of how to apply tourism as a tool for poverty alleviation in most LDCs, which 
with comparative advantages of abundant nature and culture resources.  
The literature review indicates that tourism does have the potential to reduce poverty 
levels, but no research considers the heterogeneous effect of tourism on poverty 
alleviation in terms of different levels of poverty and the two tourism variables.  
The purpose of this part (4.3) is to estimate the effect of tourism on poverty 
alleviation in 66 developing countries from 1995 to 2012 by adopting the panel quantile 
regression model. Specifically, this chapter attempts to verify three research questions.  
1. Whether tourism has positive impact on poverty alleviation in developing 
countries. 
2. Whether tourist arrivals have a higher effect on eliminating absolute poverty 
than tourism receipts. 
3. Whether tourism has a consistent effect on poverty alleviation in terms of 
different poverty levels.  
The estimate results contribute to the anti-poverty tourism literature by showing 
another piece of evidence of the correlation between poverty alleviation and tourism 
development.  




4.3.2 Research Methodology and Empirical Models 
Quantile regression is a regression method which uses the distribution conditions of 
dependent variable to fit independent variables, which was first proposed by Bassett and 
Koenker (1978). Koenker and Hallock (2001) explained that the classical linear 
regression results are obtained by fitting the conditional mean of dependent variable with 
independent variables. Quantile regression aims at estimating either the conditional 
median or other quantiles of the response variable, which is a more refined estimation. In 
tourism research, the traditional Ordinary Least Square (OLS) regression methods have 
been widely used in tourist expenditure literature. However, OLS presents the risk of 
undesirable estimate results as tourist receipts are featured by a long tail (Huan, Beaman, 
Chang, & Hsu, 2008). Compared with OLS, the quantile regression reduces the weight 
placed on extreme observations, thus it is a more suitable method for estimating 
asymmetric variables and long-tail distributions (Bassett & Koenker, 1978). Further, 
Liang et al., (2009) illustrated four advantages of the quantile model: (i) more accurate 
on estimating the model exhibits heteroscedasticity; (ii) provides more detailed 
characterization of conditional distribution, not merely about conditional mean of a 
covariate; (iii) does not require a strong distribution hypothesis, in the case of non-normal 
distribution of random disturbance; and (iv) is more robust against outliers in the response 
measurements. Nevertheless, the application of quantile regression is limited to only few 
studies, and has been neglected in the tourism context until recent years. 
Table 4-14 presents the summary statistics of GDP growth rate (GDPG), headcount 
ratio (H), poverty gap (PG), log tourism arrivals (log TA), and log tourism receipts (log 
TR), which are the variables used in this chapter.  




Table 4-14: Descriptive Statistics 1995-2012 
 
Log TA Log TR H PG GDPG 
Mean 13.89 20.37 11.50 4.18 4.31 
Maximum 17.87 24.64 76.02 31.07 20.66 
Minimum 8.01 14.56 0.00 0.00 -16.71 
Std. Dev. 1.87 1.93 13.57 5.54 4.29 
Skewness -0.42 -0.48 1.78 2.30 -0.88 
Kurtosis 3.04 2.99 6.11 9.40 6.12 
Observations 1170 1143 830 825 1172 
 
Skewness measures the asymmetry of the probability distribution about the mean, 
while kurtosis is a descriptor of the shape of a probability distribution. When kurtosis is 
in excess of three, it implies that the data is fat-tailed. According to Table 8-1, the 
skewness of PG and H showed that the distributions of PG and H are positively skewed 
and have fat tails. Further, kurtosis of PG, GDP growth, and H are excess of three, which 
imply that they have more flatness than normal distribution. Also, the Sharpiro-Wilk test 
rejected the normality hypothesis, suggesting that TA and TR do not follow the normal 
distribution. Therefore, this chapter selects the quantile regression method to analyze the 
heterogeneous effect of tourism development on different poverty levels, and works on 
exploring the information that is omitted in OLS regression. The corresponding quantile 
models are established as follow: 
Quantile Model PG: 
 Q𝑃𝐺𝑖𝑡(𝑇𝑗|𝑇𝑜𝑢𝑟𝑖𝑠𝑚𝑖𝑡, 𝐺𝐷𝑃𝐺𝑖𝑡, 𝑎𝑖) = 𝑇𝑜𝑢𝑟𝑖𝑠𝑚𝑖𝑡
′𝛽11(𝑇𝑗) + 𝐺𝐷𝑃𝐺𝑖𝑡
′𝛽12(𝑇𝑗) + 𝑎𝑖   
(4-6) 




Where i is the cross-section of each country; t denotes the time period, year; PG𝑖𝑡 
and tourism present the poverty level and tourism development level of country i in the 
year t perceptively; GDPG denotes the GDP growth rate; α is the intercept term, which 
represents the contribution of other important factors on poverty reduction; and β1 and 
β2 represent the output elasticity of tourism and GDPG respectively, which reflect the 
contribution of each input element to the reduction of poverty. TR and TA express the 
tourism development level (𝑇𝑜𝑢𝑟𝑖𝑠𝑚𝑖𝑡). It should be noticed that the right-hand side of 
the equation is no longer the mathematical expected value, but the conditional quantile of 
the explained variable. PG is the mean shortfall in income or consumption from the 
poverty line $1.90 a day (counting the non-poor as having zero shortfall), expressed as a 
percentage of the poverty line. This measure reflects the depth of poverty, rather than the 
scale. H refers to the percentage of the population living on less than $1.90 a day at 2011 
international prices. It reflects the scale of poverty but fails to show the income change 
among the poor who live below the poverty line. For the poor, changes in income and 
living standards cannot be reflected until his income increased above the poverty line 
(World Bank, 2005). As a consequence, using the headcount index to measure poverty 
can easily make government or officials tend to only focus on the richest group people 
below the poverty line to reduce poverty while the poorest groups receive insufficient 
attention. This chapter employs both of them to express poverty. Model H is established 
to test the relationship between H and two types of tourism variables: 
Quantile Model H: 
 Q𝐻𝑖𝑡(𝑇𝑗|𝑇𝑜𝑢𝑟𝑖𝑠𝑚𝑖𝑡, 𝐺𝐷𝑃𝐺𝑖𝑡, 𝑎𝑖) = 𝑇𝑜𝑢𝑟𝑖𝑠𝑚𝑖𝑡
′𝛽21(𝑇𝑗) + 𝐺𝐷𝑃𝐺𝑖𝑡
′𝛽22(𝑇𝑗) + 𝑎𝑖   
(4-7) 




The coefficient is expected to be significantly negative and different with zero if 
tourism can significantly affect poverty. 
4.3.3 Results and Implication  
According to F-test and Hausman statistic value, the null hypothesis is rejected, and 
the fixed effect regression is selected to investigate the tourism effect on poverty 
reduction. Table 4-15 presents the estimation results for determinants of H of 66 
developing countries during the period from 1995 to 2012. The two tourism variables TA 
and TR are estimated under different quantiles τ from 0.1 to 0.9. The results of quantile 
regression show that both tourism variables and GDPG are statistically significant and 
have expected signs: all of them have negative effect on poverty. However, the results of 
fixed effects regression show that GDPG is negative but statistically insignificant. The 
quantile regression is preferred because it is not merely about conditional mean of a 
covariate and is more robust against outliers in the response measurements. The absolute 
value of estimated tourism coefficients is diverse from 0.06 to 3.125, and in particular, 
TA shows a higher effect than TR. Although GDPG also shows a positive effect on 
poverty reduction, the maximum absolute value is only 0.086. Similarly, Table 4-16 
reports the estimation results based on poverty ratio (PG). The minimum absolute value 
of tourism coefficient is 0.071 while the maximum absolute value of GDPG coefficient 
is 0.062, which indicates that tourism has higher effects than GDPG on poverty alleviation 
at all quantile levels. In sum, Table 4-15 and 4-16 indicate that, first, tourism has a 
positive effect on reducing poverty. TR and TA have significant negative effects on both 
poverty variables (H and PG). The statistically significant negative sign of tourism 
coefficients of under all quantiles τ from 0.1 to 0.9 suggests that the positive effect of 




tourism on poverty alleviation is consistent. Second, tourism development contributes 
more than GDPG on poverty alleviation. Whether in Model H or Model PG, the effects 
of tourism development are higher than GDPG in all poverty quantiles, which indicates 
that tourism development is a more important force to reduce poverty than GDP growth. 
Furthermore, in order to directly reflect and compare the contribution of input factors at 
different poverty levels, the coefficient of each input element is described by a graph as 
shown in Figure 4-6. 
  




Table 4-15: Quantile Regression Results of Headcount Ratio 




(Log)Tourism Receipts   (Log) Tourism Arrivals 






















































































































































Table 4-16: Quantile Regression Results of Poverty Gap 
Dependent variable: Poverty Gap 
 
Quantile 
(Log)Tourism Receipts  (Log) Tourism Arrivals  
























































































































































 Note: Figures in parentheses are p-values. *Significant at the 10% level. **Significant at the 5% level. ***Significant 
at the 1% level.  
 
  




Figure 4-6 describes the contribution of each determinant of poverty by a scatter 
diagram, which makes easier to compare the poverty reduction effects of each input factor. 
According to Figure 4-6, two tourism variables present the heterogeneous effect in terms 
of different quantiles of poverty. The contribution of tourism to reduce poverty is 
basically decreasing with the decrease of the poverty level, but it shows different 
performances at different poverty quantiles as shown in Figure 4-6. In the case of Model 
H, the contribution of TR to eliminate poverty is the greatest (-2.084) when poverty 
quantile is at medium levels (τ = 0.4 ~ 0.6), and it slightly reduces when poverty is at high 
levels (τ = 0.7 ~ 0.9), but is basically stable. However, when poverty is in the low 
quantiles (τ = 0.1 ~ 0.3), the effect of tourism sharply decreases and reaches the lowest 
point -0.06 at τ is equal to 0.1. Similarly, the heterogeneous effect of tourism also is 
consistent in Model PG. Thus, tourism shows different effects on different quantiles of 
poverty. In addition, higher tourism effects are found in Model H rather than Model PG. 
The coefficients of TA are diverse from -0.265 to -0.995, and -1.270 to -3.125 in the 
Model PG and Model H respectively. Also, the coefficients of TR have greater absolute 
values in Model H at all quantile levels, suggesting that tourism has a stronger positive 
effect on eliminating H rather PG. Furthermore, TA shows a higher effect on poverty 
reduction than TR at all quantile levels in both Model H and Model PG. This indicates 
the relative strong dependence of poverty alleviation on TA. In sum, Figure 4-6 confirms 
that, first, tourism has heterogeneous effect on poverty in terms of different poverty 
quantiles, especially, the highest poverty reduction effect is found on the middle-level 
quantiles while at low-level quantiles poverty seems not to benefit much from tourism 
development; second, tourism has a higher effect on reducing poverty headcount ratio 




than the poverty gap; and third, TA contributes more on poverty reduction than TR in 
both estimation models. 
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4.3.4 Implication and Conclusion 
This part first examined whether tourism can contribute to eliminating poverty of 
developing countries. Then, the research question of whether distinct poverty levels 
matter for the impact of tourism on poverty reduction has been tested. Because only a few 
researchers have reported the effect of tourism on poverty on global panel data, and no 
researches have considered the different impact of tourism development on distinct 
poverty quantiles, this study adds another important piece of evidence to the tourism-
poverty nexus debate and national poverty reduction policy from the perspective of 
tourism development.  
The first research question we addressed is whether tourism has a positive impact 
on poverty alleviation in developing countries. We used tourism arrivals and tourism 
receipts as tourism variables; poverty headcount ratio and poverty gap as poverty 
variables, and the estimated results of global panel data suggest that tourism has a 
significant effect on poverty alleviation. Further, tourism matters for poverty reduction 
more than GDP growth. The second question is whether tourist arrivals have a higher 
effect on eliminating absolute poverty than tourism receipts. Both estimated models 
(Model H and Model PG) indicate that tourist arrivals have a higher effect on eliminating 
absolute poverty than tourism receipts. The third question is whether this positive effect 
is consistent with national poverty levels. The results based on quantile regression suggest 
that the level of poverty matters for determining the effect of tourism on poverty 
alleviation, which indicates that the positive effect of tourism on poverty reduction 
shrinks with the decreasing level of poverty. Higher poverty eliminating effects are found 
at the middle and high quantiles of poverty, and in middle quantiles, the impact of tourism 
on poverty reduction is the greatest. However, at the very low quantiles of poverty, 




although the poverty reduction impact is positive, the absolute values of coefficients are 
close to zero, which implies that tourism development has little influence on the poverty 
ratio.  
According to the findings, tourism development does not guarantee to reduce 
absolute poverty with the same effect in all developing countries. The effect of tourism 
on poverty reduction varies across countries with regard to their poverty level. This 
implies that the countries with high or middle poverty level could benefit from tourism 
development, while for those developing countries with lower poverty levels, tourism 
seems matter little for reducing poverty. Thus, this study suggests that developing 
countries with a relatively lower poverty level should seek an alternative way to solve the 
issue of poverty.  
Further, the results also show that the number of tourist’s arrivals is a stronger force 
on eliminating poverty although tourism receipts also have a positive effect on poverty 
alleviation. This is also confirmed with several previous studies, such as Mbaiwa (2005), 
Wattanakuljarus and Coxhead (2008), and Croes (2014), which suggest that among 
countries enjoying a relative high tourism income, tourism has no impact on the poor in 
some countries such as Botswana (Mbaiwa, 2005), Thailand (Wattanakuljarus and 
Coxhead, 2008) and Costa Rica (Croes, 2014). Thus, this study suggests that developing 
countries with high or middle poverty levels can enjoy the impact of tourism on poverty 
alleviation, and higher poverty reduction effects can be obtained from increasing the 
number of tourists.  
In sum, the results indicate that in countries with relatively high or middle level of 
poverty; increasing the number of tourists could lead to a higher impact on poverty 
alleviation. The potential effect of tourism arrivals has been particularly neglected in both 




academic research and strategy papers. Further, the role of poverty levels also should be 
considered in anti-poverty policy decisions. 
The possible reason why tourism has a higher effect than GDP growth on reducing 
poverty might be the participation of NGOs and government, which are seeking and 
creating the direct link between tourism development and poverty reduction. National 
economic growth, such as GDP, does not guarantee equal distribution to all income 
classes. As the Oxfam Report 2016 illustrated, the richest 62 individuals had the same 
wealth as 3.6 billion people in 2015 and the gap between the wealthy and the bottom poor 
has been rapidly widening. Moreover, one of the conclusions of the book《Capital in the 
Twenty-First Century》by Piketty and Ganser (2014) also suggested that the wealth 
accumulation of the rich class is showing an accelerated growth trend, which indicates 
that the global inequality crisis will reach new extremes. Although inequality and 
corruption may also prevent tourism from contributing to poverty alleviation at a national 
level, the participation of NGOs and government helped to build the direct link between 
tourism development and poverty reduction. For instance, UNWTO and the World Bank 
are assisting low income countries to reduce poverty through tourism development. The 
projects like community-based tourism, ecotourism, and green tourism certainty 
contribute to overcoming extreme poverty, which are aiming to benefit the poor directly 
and reduce the amount leakages of tourism earnings going to tour operators or investors. 
The study by Li, Chen, Li, and Goh (2016) also suggested that tourism can reduce 
regional income inequality in low income countries based on empirical results.  
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4.4 Case Study of Nepal  
4.4.1 Introduction  
The increasing number of international tourist points directly to the issue of 
economic growth and poverty reduction, which is one of the most possible impacts of 
tourism development. According to Tourism Towards 2030 / Global Overview (UNWTO, 
2011), international tourist arrivals are set to increase by an average of 43 million a year 
between 2010 and 2030. As a result, the increasing demand of tourism will surely make 
tourism development keep its important role in developing countries, with their abundant 
natural resources and diverse culture. In the previous chapters, the positive effect of 
tourism growth on poverty reduction has been demonstrated. However, this effect 
decreases with an increasing level of tourism specialization and is inconsistent on all 
poverty levels. The methodology used is the econometric method, such as panel quantile 
regression. Compared to quantitative analysis, qualitative analysis is more useful for 
describing complex phenomena such as poverty. However, the weakness is also apparent: 
it is difficult to make quantitative predictions and to test hypotheses and theories with 
large participant pools. Since each research method has its strengths and weaknesses, this 
dissertation seeks to use a mixed method for robust research findings. The aim of this 
dissertation is to clarify the relationship between tourism growth and poverty reduction 
in developing countries. As poverty is a worldwide problem and a complex phenomenon, 
it is necessary to conduct a mixed research method which aims to confirm the empirical 
result and figure out the reason or explanation behind the numbers.  
In this chapter, a case study of Nepal will be introduced which explores multiple 
stakeholders’ opinions about the tourism impact. More specifically, this case study is 




conducted in twofold. First, it confirms the empirical results, which are calculated in the 
previous chapters. Second, it clarifies the real problem during the anti-poverty tourism 
development, with the purpose of helping associations and government to alleviate 
poverty by tourism development. As Duclos, Sahn, and Younger (2006) pointed out, 
poverty is not purely a condition of monetary disadvantages, but also incorporates non-
material perspectives (such as health deprivation, education deprivation, and decent life 
deprivation). The analysis of this part is based on the five tourism livelihood assets 
(Figure 3-1) which are proposed in Chapter 3.  
4.4.2 Research Areas 
Nepal is one of the poorest countries in the world. High population growth with 
limited resource base, lack of arable land, and sluggish economic growth makes it difficult 
for Nepal to get rid of poverty. The special geographical position has also deepened the 
poverty level (World Bank, 1991). Nepal is a landlocked country with borders on China 
and India, two of the other hitherto poorest countries with the same assessment of World 
Bank (World Bank, 1991). In the past 30 years, China has reduced 250 million poor 
people cumulatively and become the world's second largest economy. India's economic 
growth speed has also attracted the attention of the world in recent years, while 70% of 
the population is still living below the international poverty line ($1.9 per day) in Nepal. 
Nowadays, the Nepalese government seeks continuous increasing of annual 
international tourist arrivals to stimulate economic growth, paying special attention to 
improve the tourism infrastructure, increase flight safety, attract new investment, expand 
tourism products, and create more work opportunities (Ministry of Tourism and Civil 
Aviation, 2009). Sagarmatha National Park (SNP) is the most famous tourist destination 




in Nepal, which has the highest point on the Earth’s Surface, Mount Sagarmatha (Everest; 
8,848 m).  
The interview area, Sagarmatha National Park (SNP), located in Solu-Khumbu 
District of Nepal, covers three Village Development Committees (VDCs): Namche, 
Khumjung, and Chaurikharka. As one of the main tourism destinations and a typical 
tourism-dependent area in Nepal, the research in SNP is critically important to the 
development of anti-poverty tourism. This paper selects Lukla, Namche Bazaar, 
Khumjung, and Tengboch, as the field research places. Lukla is a town in the VDC – 
Chaurikharka area. It is the entrance into SNP and contains a small airport, Lukla airport. 
Namche Bazaar is a biggest village in SNP and a main trading center for the Khumbu 
region. It belongs to VDC – Namche. Khumjung and Tengboche belong to the VDC – 
Khumjung, which is famous for agriculture. The research area is shown in Figure 4-5. 
 
Figure 4-7: Research Areas in SNP 
 





Figure 4-8: Observation Areas  
 
Interview Area: 
• Sagarmatha National Park 
(SNP)  
SNP 
(Map Source: Ncthakur.itgo.com)  




4.4.3 Research Approaches  
The research methods adopted in this chapter are interviews and observation, mainly 
focusing on the impact of tourism development and understanding the behaviours and 
views of stakeholders. Observation and a well-organized analysis structure would be ideal 
for gathering information. This process would include objective data analysis and 
subjective data analysis with multiple stakeholders (the poor, local citizens, and 
government officers), which provides a comprehensive understanding of the impact of 
tourism development in SNP. 
Figure 4-8 presents the research structure of this study, which constitutes a 
systematic assessment of the impact of tourism development on poverty by utilizing the 
following approaches:  
1. Secondary Data Collection: The secondary data collection process is acquired from 
the National Population Census 2011 (District Solukhumbu) of Central Bureau of 
Statistics. The purpose of the secondary data analysis is to figure out the basic 
condition in the research area (Namche, Khumjung, and Chaurikharka) throughout 
the whole Solukhumbu district. Comparing with the interviews, more objective 
information can be obtained from National Population Census, which is based on 
larger sample sizes and a longer time span. However, the limitation of this part is 
that the data base of Nepal is inadequate. The five tourism livelihood assets could 
not be fully expressed by the National Population Census due to the lack of statistical 
data. For example, data such as average income, GDP, corruption rate, and gap 
between rich and poor are all missing. 




2. Interviews: To gain subjective information by interviewing local people, including 
government officers, poor people, and local residence (non-poor). The main question 
is what kind of impact tourism development has on five livelihood assets: economic 
capital, social capital, human capital, natural capital, and physical capital, which are 
proposed in Chapter 4. The manner of asking questions is focused on residents’ 
feelings, such as “what do you think about tourism development?”, “does it makes 
your life better?”, and “what is the problem in current tourism development?”, to 
make up for the shortage of statistical data to gain vivid understanding of the tourism 
development impact. However, the limitation of this part is that the interview itself 
is a very subjective method. Thus, in order to get a robust result, the analysis of the 
secondary data is indispensable.  
A classified random sampling technique was applied to include all three 
stakeholders—the poor people, government officers, and local citizens (non-poor 
people) in the sampling. The interview targets were administered in all the citizens, 
who are age 18 or above. The coverage of the study area was selected from the main 
VDCs in Solukunbu, Lukla, Namche, Kumjung, Tengboche, which are near the 
major trekking routes. The interview process can be executed in several ways: 
- The interview request and purpose is explained face-to-face to identify the 
willingness to participate. 
- An unstructured interview with the focus group scenario or a typical person who 
is familiar with topic and interested in it. 
- There is no specific set of questions asked in a predetermined order. But all the 
discussion revolves around the impact of tourism development. 




- When the interviewee does not understand English, it would be translated by the 
geography master student at a university in Nepal. 
- The field research period is March 8-29, 2017 
3. Final Results: The final results of this paper will be generated from the analysis of 
secondary data result observation results, and interview results 
 
Figure 4-9: Research Structure in SNP 
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4.4.4 Results  
(1) Secondary Data Analysis 
Standard score (Z-score) is conducted in this chapter for analysing the secondary 
data. According to the Z-score, the condition of the research area (VDC Namche, 
Khumjung, and Chaurikharka) throughout the whole region (Solukhumbu) can be 
clarified. Z-score is expressed in terms of standard deviations from their means. 
Resultantly, these Z-scores have a distribution with a mean of 0 and a standard deviation 




                            (4-8) 
 𝑤ℎ𝑒𝑟𝑒 𝜎 = 𝑠𝑡𝑎𝑛𝑑𝑎𝑟𝑑 𝑑𝑒𝑣𝑖𝑎𝑡𝑖𝑜𝑛, 𝜇 = 𝑚𝑒𝑎𝑛, 𝑥 = 𝑠𝑐𝑜𝑟𝑒 
The results of secondary data analysis are given in Table 4-15. As seen in Table 4-
15, regarding the tourism livelihood assets of financial capital, the element of household 
without any facility is used to describe the economic condition. ‘Any facility’ includes 
radio, television, cable television, computer, internet, telephone, mobile phone, motor, 
motor-cycle, cycle, other vehicles, and refrigerator. The Z-score of a household without 
any facility is -0.35. As the economic data is very incomplete in Nepal, more accurate 
economic data could not be obtained in this research. In combination with the interview 
and field research, the Z-score -0.35 is reasonable, which means the economic condition 
in the research area is slightly better than the average level of Solukhumbu. 
For physical capital, the element of households without toilet facility and the number 
of household without tap/piped water are selected to describe the infrastructure building. 
The corresponding Z-scores are 0.43 and -0.71, which means the rate of the tap/piped 
water usage is a bit lower than the average rate while the condition of toilet facility usage 




is slightly higher than the average level of Solukumbu. In combination with the interviews 
and field research, the infrastructure building condition in the research area is slightly 
better than the average level of the distinct Solukumbu, which benefited from tourism 
development. 
For social capital, the element of the number of households with television, 
computer, radio, and mobile phone is used to describe the social system, which refers to 
the ability to gather information. Except for the rate of household with radio, the Z-score 
of other three indexes are all positive. Especially, the computer usage rate is much higher 
than the average level of Solukhumbu. According to the field work, the social system in 
the research area, specifically in the perspective of livelihoods, is better than the average 
level of the distinct Solukumbu, which also benefited from the tourism development. 
For environment capital, the elements of the fuel (wood and firewood, kerosene, and 
electricity) usually used for cooking and lighting are selected to describe the environment 
condition, which refers to the way to use natural resources. Wood and firewood are still 
the main fuel used for cooking in the research area as well as the entire Solukhumbu 
distinct, while according to a Z-score (-2.29), the usage rate of wood and firewood is 
much lower than the Solukhumbu average level. Instead of this, more households are 
using kerosene for cooking. Further, electricity is the main source for lighting, and the 
usage rate in the research area is also higher than the average level of Solukhumbu. 
For the dimension of human capital, the elements are characterized by non-formal 
education rate, the population rate without disability, and illiteracy rate, with a Z-score of 
0.34, -1.175, and 0.001 respectively. This means that the population aged five years and 
above received more non-formal education than the average level of Solukumbu, and 
there are more disable people in the research area. 




In sum, the research area has a relatively higher level of economic growth, 
infrastructure building, and social capital, which benefited from tourism development. 
According to the tourism area life cycle (Butler, 2011), the research area should belong 
to the stage of involvement, which is characterized as an emerging tourist area with local 
investment; first advertising of the destination; public investment in infrastructures; and 
advent of a tourist season. In addition, compared with other four tourism livelihood assets, 
human capital is the weakest part of the research area  
  




Table 4-15: Secondary Data Analysis 
Perspectives Index 
3VDCs Solukhumbu Z-
Score Average Average S.D. 
Financial 
Capital 
Without any facility*/TH(total 
households) 




The number of households without tap 
and piped water/TH 
14.33% 11.22% 0.07 0.43 
Households without toilet facility/TH 






The number of households with 
television /TH 
21.57 7.74% 0.07 1.94 
The number of households with 
computer/TH 
6.02% 1.43% 0.02 2.86 
The number of households with radio 
/TH 
56.17% 70.18% 0.11 -1.31 
The number of households with mobile 
phone /TH 






The number of households using 
electricity/TH for lighting 
87.87% 62.79% 0.28 0.91 
The number of household using 
kerosene/TH for lighting 
5.50% 19.81% 0.15 -0.94 
The number of household use wood and 
firewood/TH for cooking 
61.31% 95.53% 0.13 -2.29 
The number of household using 
kerosene/TH for cooking 





Non-formal education in the population 
aged five years and above 
5.14% 4.12% 0.03 0.34 
The rate of population without disability  
96.09% 97.54% 0.01 -1.18 
Literacy rate in the population aged five 
years and above 
64.73% 64.21% 5.60 0.00 
*Any facility: Radio, Television, Cable Television, Computer, Internet, Telephone, Mobile Phone, 
Motor, Motor-cycle, Cycle, Other Vehicle, Refrigerator 
(Data Source: Census 2011/ District Solukhumbu) 
  




(2) Interview Results  
The purpose of this chapter is to explore multiple stakeholders’ opinions on the 
impact of tourism development on poverty alleviation and confirm the main empirical 
results which were obtained in previous chapters: tourism growth has positive influences 
on poverty reduction. A total of 80 responses were received from March 8-29, 2017. The 
sample sizes for each stakeholder group are 22 for residents (non-poor), 42 for the poor, 
and 16 for government officers. The poverty line used in this chapter is as same as before: 
$1.9 dollar a day.  
 
Human Capital 
According the interviews among local people, the current human resource condition 
can be summarized as the lack of education awareness. The problem not only refers to 
insufficient schools or teachers that are supported by the government, but also the poor 
themselves lack extra time and money to receive education. Although there are basic 
schools, secondary schools, and volunteers (teachers) from foreign countries, the long 
distance and a certain tuition fees make it difficult for students from poor families to 
receive education. Although some of the local residents (non-poor) insist that the reason 
why poor people cannot get out of poverty is because they are lazy, most of the poor 
people subject to the interview expressed the desire to receive more education, which can 
help them to gain more skills and salaries, since the level of education of employees is 
highly related with the working place and salary in Nepal. However, only a few poor 
people really did it. Some poor people worry that even if they receive more education, 
there are no corresponding job opportunities. Another reason is the poverty cycle. Some 
poor families would like to send their children to work as a porter rather than enter the 




school because they need this money to survive, which makes their next generation to 
remain mired in poverty. Further, although tourism has relatively low entry barriers, it 
does not mean there are no such barriers. For the research area, as most tourism income 
comes from foreign visitors, it requires the employee to master at least one foreign 
language. The students who are attending the local school are coming from poor families 
but relatively rich ones. The children from extremely poor families usually drop out of 
school, while the children from the rich families usually study in the capital of Nepal or 
abroad. Compared with the normal poor families, the people living in dire poverty have 
less skills and higher vulnerability.  
 
Physical Capital 
According to the interview, all stakeholders have benefited from infrastructure 
building through tourism development, which implies tourism development has a positive 
impact on poverty alleviation and economic growth. The current needs of infrastructure 
in the research area are enough for the basic needs except road building and the usage of 
internet. As all materials on the mountain are picked by the porters and road construction 
have the potential to reduce the price index. Also, because animals and human beings are 
using the same road, the road construction became the expectation of most villagers (non-
poor). However, some government officers and most poor people worried that the porters 
will lose their jobs and tourists will reduce travel days and expenditure once the road is 
built. Further, the destruction of the environment is also a concern. For the usage of 
internet, only a part of the relatively wealthy people and lodges has internet, while the 
current business model is inseparable from internet, especially the tourism industry. The 
poor people subject to the interview hope to gain the opportunity to contact customers by 




themselves by reducing the restrictions of using the internet and phones. Furthermore, 
they hope to change the current situation in which a small number of people or travel 
agencies are controlling the most of tourist resources, because their income is very low.  
 
Financial Capital 
Due to the development of tourism, the economic situation of the research area is 
much better than the surrounding non-tourist areas, which implies the positive influences 
of tourism on poverty reduction, and economic growth. Based on the interviews, the 
current problems of economic development in the research area are as follows: 1) The 
overall living environment is becoming better, but salary remains the same. Especially, 
the price is high and the living expenses are expensive (increasing with altitude). 2) The 
number of travel agencies are decreasing since most of them have moved to Katmandu. 
3) No more extra job opportunities while the population (migration) keep increasing. 
Some local villagers (non-poor) insist that none of the locals are living in poverty, which 
indicates that the poor people are immigrants from other areas. 4) No loan service for the 
poor. As illustrated previously, one of the reasons why many poor people would not 
receive education is lack of a loan service for the poor. Further, the tourism development 
in the surveyed area is seasonal. Porters and guides will temporarily be out of work in the 
off-season, which forces them to go to work elsewhere.  
  




Social Capital  
The current problems of social capital in the research area are as follows: 1) Lack of 
social recognition and respect, as the rich people got rescued during the earthquake but 
the poor did not; and 2) The imperfect system of poverty alleviation. The poor don’t know 
what kind of funds or support that they can get from the international organization and 
government. Additionally, most of the poor are immigrants, and they cannot receive the 
support since they do not belong to this area. Thus, although expanding the tourism scale 
can lead to more opportunities, without a sustained growing number of visitors and 
effective social system, those new immigrants may become the new poor.  
 
Environment Capital 
The current problem of natural capital can be summarized as lack of natural 
resources and an unsustainable way of using natural resources. The natural resources are 
not rich; the output of the land is low and only a small scale of land is arable for agriculture. 
On the other hand, the problem of illegal tree-cutting accompanied with an increasing 
number of tourists has been emphasized by the teachers during the interview. Due to the 
cold temperature and harsh environment, the trees grow very slowly in high altitude area; 
once the ecological environment is destroyed it is difficult to recover.  
In sum, the positive impact of tourism development has been confirmed with all 
stakeholder groups. According to the interview from five livelihoods assets, the current 
problems of tourism development have been clarified.   




4.4.5 Summary  
The aim of this research is raised as confirming the empirical results, which are 
calculated in the previous chapters, and clarifying the real problem during the anti-poverty 
tourism development. The analysis is conducted as secondary data analysis and 
interviews. Overall, the results from the secondary data demonstrated that the interview 
areas in SNP have relatively-higher level of economic growth, infrastructure building, 
and social capital, which benefited from tourism development. According to the interview, 
there is a clear and unanimous agreement for all stakeholder groups, which confirmed the 
positive impact of tourism. In addition, this result was also confirmed in multiple tourism 
destinations in Nepal. Furthermore, the following problems occurring in the tourism 
development have been stated: 
 School-age children drop out of school to work in the tourism industry. 
 Income distribution (the poor hope to do business by themselves to gain more 
money).  
 Price and living expenses become higher than before. 
 Increasing number of migration from outside. 
 Poor people receive insufficient social recognition and respect (during the 
earthquake, the rich people got rescued but the poor did not).  
 Inefficient communication channels between international organizations, 
government and the poor. 
 Environmental damage (illegal tree-cutting) with an increasing number of 
tourists. 
 




The above discourse seeks to provide the information that is omitted in the empirical 
estimations, which will help to develop a robust understanding of the relationship 
between tourism growth and poverty alleviation  


















  CHAPTER 5: CONCLUSION  




5.1 Introduction  
The previous chapters have demonstrated the empirical relationship between 
tourism growth and poverty alleviation. This chapter addresses the research objectives 
and outlines the research conclusions (Section 5.2), identifies the limitations of the 
research and provides recommendations for future studies (Section 5.3).  
This research has made significant contributions to the area of anti-poverty tourism, 
which breaks through the limitations of previous studies on the tourism-poverty nexus by 
focusing on a single perspective. This study analyzed the tourism-poverty nexus from the 
perspectives of tourism specialization, tourism and poverty variables, poverty level etc., 
in an attempt to achieve certain breakthroughs in the construction of a theoretical 
framework. 
Further, the implications of the research encompass a field study to capture the non-
monetary factors, which tried to identify the impact of tourism more accurately and 
comprehensively 
In summary, the results provide the information required by decision makers. The 
work offers insights into the complex poverty issue, while also considering the features 
of tourism development. Importantly, this approach used mixed research methods to 
achieve a robust result. 
  





As a potential significant source of economic growth in developing countries, 
tourism has an irreplaceable role in poverty reduction activity (Croes & Vanegas, 2008; 
Croes, 2014). All walks of life give strong backing to utilizing tourism development to 
alleviate poverty, especially in countries where abundant natural resources exist to 
support tourism development in view of a lack of alternative development. For example, 
China (CNTA, 2003), Nepal (MoCTCA, 2001), and Vietnam all established large-scale 
tourism-based development projects to achieve the Millennium Development Goal 
(MDG). Also, tourism may become the only economic sector for most Least-Developed 
Countries (LDCs) to enjoy a sizable trade surplus (United Nations Conference on Trade 
and Development, 1998) due the emergence of large, low-price Asia exporters, which 
make it more difficult for other LDCs to engage with world economies through exporting 
manufactured goods.  
Tourism, as a key driver to eliminate poverty, has been a universality in many 
LDCs (Croes and Vanegas, 2008). Mitchell and Ashley (2009) indicated that about 80 
per cent of African Poverty Reduction Strategy Papers include a reference to encourage 
using tourism as a tool or strategy to improve national economic conditions and reduce 
the level of poverty. However, despite the significant amount of strategy research eager 
to reduce the poverty ratio by adopting tourism, there is little understanding of what effect 
tourism has on poverty alleviation on the macro level. Some advocates of tourism deem 
it a panacea for overcoming poverty and inequality (Croes &Vanegas, 2008; Khatiwada 
& Silva, 2015), while other researchers assert that tourism has no effect in alleviating 
extreme poverty (Mbaiwa, 2005; Plüss and Backes, 2002, cited in Scheyvens, 2007: 232). 
However, the question of whether tourism is directly applicable to eliminating poverty 




itself has been neglected (Zhao & Ritchie, 2007; Vanegas et al., 2015). The mixed 
conclusions of case studies in estimating the impacts of tourism growth on poverty 
reduction imply that tourism failed to provide the same effect on poverty alleviation in 
different developing regions. Ashley (2010) stressed that the MDGs were not successful 
overall in developing countries, having been partly realized in Asia with buoyant growth 
by alleviating poverty but also having partly failed in numerous social welfare-oriented 
development programs. For instance, in the case of Nicaragua and Costa Rica (Croes, 
2014), the poverty ratio could be cut by increasing tourism receipts yet the opposite was 
found in Thailand (Wattanakuljarus & Coxhead, 2008). Wattanakuljarus and Coxhead 
(2008) argued that the growing income inequality has become a big issue in the 
development of tourism. 
By considering the heterogeneous effect of tourism growth on poverty reduction, 
the aim of this research is to provide an integrated empirical analysis incorporating 
econometric models such as panel fixed effect regression, two stage least square method, 
panel quantile regression, and field study. 
Hence, the primary objectives of the research are divided into three segments. The 
following part lists the research questions and corresponding answers: 
  




· Regional Differences 
1. Does tourism growth have a positive effect on poverty reduction?  
Yes, tourism growth has a positive effect on poverty reduction.  
2. Is there significant variance in the effect among different areas?  
Yes. In long-run all countries (except South America) showed a correlation 
between tourism growth and poverty reduction; In short-run, only Asia showed 
a causal relationship between tourism growth and poverty reduction?  
· Tourism Scale (Tourism Specialization)  
1. Is the bigger the better in terms of size of tourism sector? 
The positive effect of tourism will be weakened by an increased level of 
tourism specialization. 
· Heterogeneous Effect 
1. Is there significant variance in the effect among different poverty levels? 
Tourism has a heterogeneous effect on poverty alleviation in terms of different 
poverty levels: in the case of very low quantiles of poverty, tourism does not 
seem to reduce poverty effectively. 
2. Do two tourism variables (tourism receipts and tourism arrivals) have the 
same effect on the poverty ratio? 
Compared with international tourism receipts, international tourism arrivals 
show a higher effect on poverty reduction. 
  




· Challenges (Multi-dimensional Poverty)  
1. Do the empirical results match reality? 
According to the interview, there is a clear and unanimous agreement for all 
stakeholder groups, which confirmed the positive impact of tourism. 
2. What is real problem during the anti-poverty tourism development? 
· School-age children drop out of school to work in the tourism 
industry 
· Unequal income distribution  
· Increasing price and living expenses  
· Poor people do not obtain enough social recognition and respect  
· Inefficient communication channels between international 
organization/government and the poor. 
· Environmental damage with an increasing number of tourists 
 
These objectives have been achieved and its processes are discussed below: 
 Chapter 2 is divided into two parts. Part A presented the seminal literature review 
needed to understand poverty, its definition, measurements, and causes for reducing 
the adverse impacts of poverty. It became clear that poverty had been defined multi-
dimensionally, however, no empirical studies analyzed it accordingly. Further, in the 
poverty part, it presented a discussion and comparisons of each poverty definition 
and indices, which provide detailed information about their limitations and 
advantages for future anti-poverty research. 




 Part B, provided a basis for identifying the gaps in existing poverty and tourism 
studies. It explored the major frameworks for anti-poverty tourism research. The 
frameworks were critically assessed for their weaknesses and strengths in order to 
provide the foundation for the establishment of the framework for anti-poverty 
tourism. The review of existing literature covered a range of tourism definitions, 
tourism measurements, tourism specializations, as well as the effects of tourism 
development on poverty alleviation. Part B also provided an up-to-date overview of 
the empirical researches of anti-poverty tourism in terms of research objects, research 
methods, and research contents.  
 The research methodology, research design, and hypothesis were defined in Chapter 
3 based on the reviewed literature in Chapter 2. Based on the research objectives and 
hypothesis, Chapter 3 discussed the research design in detail. According to the 
limitation and expansion in tourism literature review, two dimensions of this study 
were explained: monetary base (tourism scale; regional differences; heterogeneous 
effect) and non-monetary base (a case study of Nepal). The poverty line was set as 
1.9 dollar a day. The sample of this research was selected as 66 emerging and 
developing countries except sub-Saharan Africa countries from 1995–2012. 
 The part on regional differences estimated the empirical relationship between 
expanding tourism scale and poverty reduction to examine whether tourism growth 
can actually promote poverty alleviation. Further, 66 low-income countries were 
divided by geographical location, such as Asia, Europe and Africa, to examine 
whether there is a significant correlation between tourism growth and poverty 
reduction in all regions.  
  




 The part on tourism scale analyzed whether the effect of tourism growth on poverty 
reduction is constant according to different tourism specialization levels. This part 
attempted to answer whether it is the bigger-the-better for the tourism sector in terms 
of poverty reduction. This estimate indicated that tourism growth has positive 
influences on poverty reduction, while this positive effect will be weakened by the 
increase of tourism specialization. 
 The part of the heterogeneous effect tested the research question of whether distinct 
poverty levels matter for the impact of tourism on poverty reduction by adopting the 
panel quantile regression techniques to absolute poverty headcount ratio and poverty 
gap. Further, Chapter 8 estimated the different effect of international tourism receipts 
on international tourism arrivals in terms of poverty alleviation.  
 Further Chapter 4 confirmed the empirical results with multiple stakeholders’ 
opinions about the tourism impact in SNP, Nepal as the supplement of empirical 
analysis. The process included objective data analysis and subjective analysis 
(interviews). The secondary data analysis showed that the research area has a relative 
higher level of economic growth, infrastructure building, and social capital, which 
benefited from tourism development. The positive impact of tourism development 
has been confirmed with interviews and observation. Furthermore, according to the 
interview from five livelihoods assets, the current problems of tourism development 
also have been clarified. 
In sum, tourism has a positive effect on poverty reduction, while this effect varies 
depending on the poverty level, tourism specialization level, tourism variables, and 
regions as shown in Figure 5-1. Thus, in anti-poverty tourism planning, policymaker 
should pay attention to the following points:  




1. In the development of tourism, it is necessary to consider the overall 
industrial structure and avoid the crowding out effect. 
2. Because tourism growth has limited effect on extreme poverty, alternative 
poverty alleviation strategies also should be considered. 
3. Although enhancing tourism receipts have been regarded as the most 
effective way to reduce poverty ratio, there is also a positive contribution 
from tourism arrivals. 
4. Avoid inequality income distribution. 
1. Policymakers should not only focus on poor people near the poverty line, 
but also consider the extremely poor population and reduce the poverty gap. 
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5.3 Limitations and Recommendations for Future Research 
The following section outlines the general limitations of the current research and, 
importantly, makes recommendations regarding future research in the area of anti-
poverty tourism: 
1. Relatively weak on basic theory 
The main purpose of this paper is to estimate the empirical relationship between 
tourism growth and poverty reduction. However, the theoretical consensus on 
tourism is still insufficient, especially the inconsistency in its definition and 
scope. This research regards tourism as a whole industry to estimate its poverty 
reduction effect, but such identification may be an important reason for the 
deviation of previous research conclusions. Therefore, this paper discusses the 
empirical relationship between two tourism variables and poverty, respectively. 
However, whether such division can compensate for the insufficiency of 
industrial data remains to be discussed. 
→Future research could concentrate on sourcing tourism industry data. The 
analysis could focus on optimizing the structure of tourism industry; whether 
the diversification of tourism industries structure could generate a higher 
reduction effect on poverty; which tourism industry contributes most, etc.  
  




2. Relatively weak on the analysis of non-monetary factors 
Only a few academic papers focus on the relationship between tourism growth 
and poverty reduction, and research studies rarely delve into their theoretical 
roots. This paper discussed the monetary factors, such as tourism specialization 
and poverty level, which affect the issue. Also, although this paper conducted a 
field study, the non-monetary factor of tourism-poverty nexus still lacks in-
depth discussion and practical test.  
→Future research could concentrate on analyzing the tourism-poverty nexus 
from a multi-dimensional perspective. 
3. Lack of domestic tourism data 
Domestic tourism income had a largest percentage of total tourism revenue in 
most countries. Since each country uses different statistical methods and 
exchange rates, this research did not involve the domestic tourism data in order 
to avoid bias. However, the effect of domestic tourism should not be neglected. 
→Future research could concentrate on analyzing the tourism-poverty nexus by 
a single country to clarify the poverty reduction effect of domestic tourism, and 
whether this effect is consistent with the international tourism growth.   
  




4. Lack of other variables. 
Tourism development has been regarded as one of the most powerful tools to 
reduce poverty level in LDCs. Despite tourism development, the poverty ratio 
is also influenced by other factors such as GDP growth rate. Thus, this research 
also involved GDP growth rate in the estimations models. However, other 
potential factors, such as geographical factors, infrastructure improvement, and 
education level could not be estimated since the lack of data and theoretical 
basis. 
→Future research could analyze the tourism-poverty nexus by involving more 
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Appendix I: Sample Countries and Corresponding Codes 
Country Code Country  Code Country  Code 
Albania 1 Guatemala 23 Panama 46 
Armenia 2 Guyana 24 Papua New Guinea 47 
Bangladesh 3 Haiti 25 Paraguay 48 
Belarus 4 Honduras 26 Peru 49 
Belize 5 Hungary 27 Philippines 50 
Bhutan 6 India 28 Poland 51 
Bolivia 7 Indonesia 29 Romania 52 
Brazil 8 Jordan 31 Russian Federation 53 
Bulgaria 9 Kazakhstan 32 Slovak Republic 54 
Cambodia 10 Kyrgyz Republic 33 Slovenia 55 
Chile 11 Lao PDR 34 Sri Lanka 56 
China 12 Latvia 35 Suriname 57 
Colombia 13 Lithuania 36 Tajikistan 58 
Costa Rica 14 Malaysia 37 Thailand 59 
Croatia 15 Maldives 38 Tunisia 60 
Djibouti 16 Mauritania 39 Turkey 61 
Dominican Republic 17 Mexico 40 Turkmenistan 62 
Ecuador 18 Moldova 41 Ukraine 63 
El Salvador 19 Morocco 42 Uruguay 64 
Estonia 20 Nepal 43 Venezuela, RB 65 
Fiji 21 Nicaragua 44 Vietnam 66 
Georgia 22 Pakistan 45   
 
  




Appendix II: Sample Countries and Corresponding Geographic Locations 
Asia  Europe  North America  South America 
Armenia  Albania  Belize  Bolivia 
Bangladesh  Belarus  Costa Rica  Brazil 
Bhutan  Bulgaria  Dominican 
Republic 
 Chile 
Cambodia  Croatia  El Salvador  Colombia 
China  Estonia  Guatemala  Ecuador 
Georgia  Hungary  Haiti  Guyana 
India  Latvia  Honduras  Paraguay 
Indonesia  Ukraine  Jamaica  Peru 
Jordan  Romania  Mexico  Suriname 
Kazakhstan  Russian 
Federation 
 Nicaragua  Uruguay 
Kyrgyz Republic  Slovak 
Republic 
 Panama  Venezuela, RB 
Lao PDR  Slovenia  Africa  Oceania 
Malaysia  Turkey  Djibouti  Fiji 
Maldives  Moldova  Mauritania  Papua New 
Guinea 
Nepal  Poland  Morocco   
Pakistan  Lithuania  Tunisia   
Philippines       
Sri Lanka       
Tajikistan       
Thailand       
Turkmenistan       
Vietnam       
 
  




Appendix III: Economy and Tourism Development Condition in 66 Developing 
Countries (1995-2012 Average) 
 GDP Per 
Capita, PPP sas 









Services (% of 
Total 
Employment) 
Asia Average  5870.16 16.25 14.02 36.57 
Armenia 4636.01 30.34 33.29 40.61 
Bangladesh 1930.92 11.97 2.38 27.21 
Bhutan 4602.35 21.15 22.96 29.74 
Cambodia 1822.34 26.42 19.06 22.88 
China 5728.06 11.55 6.80 33.43 
Georgia 4819.05 26.91 31.25 37.54 
India 3174.082 12.98 7.26 25.97 
Indonesia 6941.201 5.42 4.01 39.34 
Jordan 9103.94 11.27 9.38 76.36 
Kazakhstan 14051.23 16.02 11.34 50.91 
Kyrgyz 
Republic 
2334.26 39.30 42.70 40.7 
Lao PDR 2925.29 16.15 28.77 20.2 
Malaysia 17956.21 10.72 8.66 54.24 
Maldives 9329.91 15.54 0.89 46.78 
Nepal 1676.38 6.80 5.89 12.52 
Pakistan 3840.29 3.66 6.62 34.63 
Philippines 4746.69 14.26 5.61 47.91 
Sri Lanka 6437.59 11.77 7.03 38.28 
Tajikistan 1616.45 31.10 33.33 28.65 
Thailand 11095.81 9.74 7.29 36.04 
Turkmenistan 7054.55 3.55 3.46 NA 
Vietnam 3320.97 20.92 10.49 24.04 
     
Europe Average 14486.53 21.75 8.96 51.35 
Albania 6641.01 32.64 24.36 28.11 
Belarus 10350.22 21.24 41.99 54.32 
Bulgaria 11801.99 11.41 4.16 55.82 
Croatia 17769.41 9.47 9.01 56.07 
Estonia 19137.58 1.26 4.50 60.41 
Hungary 19856.38 12.75 1.98 61.30 
Latvia 14824.20 32.32 1.28 60.46 
Lithuania 16370.95 17.89 4.69 57.63 
Moldova 3120.25 5.11 8.61 44.52 
Poland 1670.44 5.01 -1.12 52.43 
Romania 13648.05 4.78 0.87 36.66 
Russian 
Federation 
18987.89 18.12 8.22 59.6 
Slovak 
Republic 
24858.91 4.91 1.43 55.66 
Slovenia 24858.91 2.69 1.73 53.95 
Turkey 14399.24 16.88 22.84 43.62 
Ukraine 6470.67 21.66 8.78 41.11 























7738.91 9.56 10.74 54.93 
Belize 7278.36 8.75 4.65 56.73 
Costa Rica 10656.16 16.41 16.63 60.99 
Dominican 
Republic 
8888.43 4.11 4.32 56.67 
El Salvador 6822.72 7.37 5.86 53.73 
Guatemala 6246.30 7.16 -1.09 41.1 
Haiti 1624.73 6.96 9.20 38.7 
Honduras 3860.39 8.22 5.86 41.66 
Jamaica 8504.57 7.54 4.73 62.33 
Mexico 14744.66 16.37 50.09 57.92 
Nicaragua 3666.576 7.55 3.07 45.52 
Panama 11816.15 14.68 5.18 64.63 
     
South America 
Average 
10178.82 12.52 8.93 61.10 
Bolivia 4752.02 13.91 9.05 48.75 
Brazil 12356.33 16.35 38.44 59.35 
Chile 16653.85 1.22 1.23 56.11 
Colombia 9418.788 6.53 4.22 63.39 
Ecuador 8437.72 1.89 1.97 57.39 
Guyana 5001.52 10.26 -1.35 48.83 
Paraguay 6515.09 13.36 10.27 52.11 
Peru 7736.31 15.63 9.64 72.82 
Suriname 11827.53 4.69 5.99 67.73 
Uruguay 13827.99 54.53 43.25 70.33 
Venezuela, RB 15439.84 -0.56 0.55 67.54 
     
Africa Average 4812.95 9.62 5.17 46.72 
Djibouti 2359.64 13.65 7.00 NA 
Mauritania 3008.04 14.17 25.00 NA 
Morocco 5313.06 11.54 8.03 63.8 
Tunisia 8571.05 -0.89 -0.35 49.2 
     
Oceania 
Average 
4694.87 1.06 4.27 63.49 
Fiji 7393.16 7.49 5.03 67.57 
Papua New 
Guinea 
1996.59 -5.0 3.56 22.7 
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